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CONCEPT OF WOMANHOOD IN MANUSMRITI 
(Smt.) KRISHNA GAUTAM 


Acharya Manu is a staunch supporter and believer in the co-ordinated 
and harmonious development of human personality. He assigns a very proper 
place to women in Hindu social order. He does not regard them as a necess- 
ary evil to be tolerated anyhow but as the prime factor in man’s worldly as 
well as spiritual happiness.1 Man can not make any progress if there be no 
woman standing by his side ready to co-operate with him in his religious, 
social, cultural and political activities. Man's powers lie dormant so long as 
they are not touched by the spark of a woman’s love and. affection. ‘The 
wheel of the world’ cannot -efficiently move in the absence of the woman. 
Even the creation itself was not possible without the participation of the fair 
sex in it. God Brahma when He desired to create the human-being, divided 
His body into two parts: one being the male and the other female.2 Manu fully 
realises the great significance of woman as a component part of man, the two 
together making a complete whole.? He is wide awake to the sterling qualities 
of her head and heart, and at the same time is not also blind to her inherent 
weaknesses. He has allowed her what is her due, neither more nor less. 
He does not at all feel any hesitation in calling a spade a spade. He does 
not like to lead the woman to destruction by giving what she is not fit for but 
at the same time does not deny her what she really requires to bring into 
play the inherent qualities lying latent in her.* Independence in everything 
is harmful and he denies it to her. He assigns to her only such duties—as 
are compatible with her nature and capacities and as she can easily and 
properly discharge; he checks her from those actions that are not in 
keeping with her natural endowments and which she cannot properly perform. 


Living within the four walls of the home, she can manage its affairs quite 
well and so she is the mistress there. But she can cope with the adverse situa- 


tion of the outside world, so she is not permitted even to move about freely. 


Manu has not committed the mistake of overstressing the «social and 
environmental influence on their growth and well-being ignoring their natural, 
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biological and anatomical limitations which are responsible for all the 
* difference in the development of their mental and physical powers. The 
importance o€ the natural psycho-biological endowments is not less than that 
of desa and kala. The potentialities as well as the limitations of both the 
sexes in their own different spheres have been carefully noted by Manu. 


Thus Manu believes that there is a vital structural difference between 
‘man and woman. The two are different from each other from top to toe. 
Each one is suited for different types of work. Man is intended by nature 
to doall the rough and hard work for livelihood, while woman is perfumed 
for domestic affairs, duties less strenuous but requiring a good deal of love 
and affection, which none but she alone can bestow. This view of Acharya 
Manu favourably compares with that held by the modern renowned Indian 
Philosopher, Dr. Radha Krishnan, who says, “Women cannot do something 
which men can. Their physiology prevents this. That, however, does not 
prove any irferiority on their part. We must do the things for which we are 
made and do them well”,* And regarding the physical peculiarities of women 
Havelock Elis says, ‘‘Before the period of civilisation dawned, the bodies of 
men and women were already specialised for different aspects of human life. 
Legislation can not blot out the structural difference between man and 


woman.’”? 


` 


Manu has not the least idea of any inherent superiority of one in relation 
to the other, when he assigns different types of man and woman. Itis only a 
kind of division of labour that men and women are required to do different 
jobs suited to their respective physical and mental aptitude. The same idea has 
been expressed by the philosopher Late Dr. Bhagwan Das. He says, “And for 
the time being the difference of sex lasts, the vocations of the two are accepted 
as different in the same way as the functions of the two halves of one brain 
and of the kead and the heart in the same body.”? 


Manu regards woman as more emotional and less rational by nature 
than man, Therefore, she is more apt to fall an easy prey to outward 
appearances. She lacks the ability of true appreciation and balance of mind 
and does not possess much depth of reason. He himself says, “When 
creating them, Brahma allotted to women a love of their bed, of their seat and 
of ornaments, impure desires, wrath, dishonesty, malice and bad conduct.'4 
He further says that women are destitute of strength and given to faleshood.® 
These sentences might appear to be extreme charges against women. 


Manu IX. 27-28. 
Great Women of India—Introduction, Page XV. 
Science of Social. Organisation, P. 450. 
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But even modern psycho-analist like Freud and Morgon observe, “It may be 
admitted that women have but little sense of justice, and this is, no doubt, 
connected with the preponderence ofenvy in their mental life.”” That is 
why Manu does not contemplate equality between man and woman for 
running a race with each other in the different walks of life. His ideal is 
that ofoneness of the two and not of equality with each other. And this he 
tries to maintain through equitable apportionment of different: kinds of 
rights, duties, and rewards to each of them. Dr. Bhagwan Das has given a 
very good example in this connection. He says, “A fine milch cow and a fine 
riding mare may be equally valuable; but they are not the same in kind and 
will not prosper if stalled, fed and used in thesame way.”?* The merit of two 
different things cannot be tested on a common ground but in their own respec- 
tive spheres. Dr. Bhagwan Das has rightly grasped the spirit of Manu’s 
theory regarding women. He says, “Manu’s ideal is gentlemen and gentle- 
women each filling a distinct place in the domestic and social scheme, never 
‘entering into conflict with each other but ever making life’s way smoother for 
each other.’ 


As already pointed out Manu does not despise sex life but on the 
other hand, recognises its great importance for the growth and progress of 
human race; in his view man and woman each is a half which requires the 
other for its completion and perfection. The division of the sexes is a 
biological phenomenon rather than a historical event like the division of 
- races and castes. That is why Manu regards-marriage as a sarira samskara 
which every man and woman must perform at the proper age; besides, he 
considers, it to be important from other points of view also. He regards sex 
as the religious, moral and psychological basis of social order in .the Hindu 
Society. Further the different rites, customs and the manners in which the post- 
marriage ceremonies are performed show that mating is regarded as a serious 
and pious duty without any tinge of profligacy in it.. 


Manu knows very-well that masculine and feminine elements in thé 
physical and psychical structure of the human beings have a certain chemical 
_ affinity and they are apt to come together as magnet and iron do. This is 
the reason which has compelled Manu to be very much opposed to the free 
mixing of the two sexes. He has laid down very strict rules for maintaining 
reasonable distance between persons of the opposite sex. He says, “It is the 
nature of women to seduce men in this world; for that reason the wise are 
never unguarded in the company of females. Women are able to lead astray 
in this world not only a fool but even a scholar and to make him a slave of 
desires and anger. One should not sit in a lonely place with one’s mother, 
sister or daughter, for senses are powerful and master even a learned man.”* 





Introduction to Psycho-analysis, P 134. 

Manu IV 184, i i 

Science of Social Organisation, Vol. II. Page 488. 
Manu H, 213-215. 
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We may very favourably compare this statement of Manu with that of 
Freud who says, ‘‘Psycho-analytic research has incontrovertibly shown that 
the incestuous choice is rather the first and the most customary choice.” 


Manu holds that woman temperamentally needs protection, but at the 

same time this protection must be unfelt and should not be forced upon ` 

her from outside agency.?2 This view of Manu is more reasonable and reveals 
his great psychological insight. Dr. Radha Krishnan supports Manu’s view 
and he says, “But the biological formation of the woman and constant 
subjection to pregnancy and delivery necessarily bring in their train a state 
of helplessness leading to dependence. This ‘biological and structural pecu- 
liarity of women is entirely responsible for a role which has been fastened 


upon them,” 


1, Introduction to Psycho-analysis, Page 177. 


2. Manu IX. 4. , 
3. Great Women of India—Introduction, Page XVIII. 


VIEWS OF THE INSTITUTIONAL ECONOMISTS 
ON THE NATURE AND SCOPE OF ECONOMICS—PART II* 


Pror. KAILASH PRASAD SAXENAT 
D. A. V. College, Dehra Dun, 


Tue SOCIOLOGICAL ANALYsIs OF Economic SYSTEM 


_ - The institutional economists look upon human society as a network of 
social, political, legal, religious and economic . institutions through which 
society organizes, directs and executes the multifarious activities required to 
satisfy human wants. In their opinion all these institutions are integrated 
with one another into an “organic whole” and are subject to change and. 
growth or development.? This close inter-relationship of different institutions 
of society made it difficult to understand the workings of economic institu- 
tions in a culture at a given time without understanding the whole culture 
particularly if full understanding be desired. Economic institutions are affected 
by and in turn have their effects upon the nature, structure and the changes 
which take place in other institutions of society—the family, religion, morals, 
law, politics, technology, education? etc. The institutional economists, therefore, 
assert that economic institutions are part and parcel of the wider social 
organisation’ and therefore they can not be understood as they are at any 
given time without reference to other institutions which form the whole comp- 
lex of the social order. W. F. Ogburn observed, “Since the organisation of 
economic life is always a part of the general structure of the superorganic and 


* Tor Part I, see Agra University Journal of Research, (Letters) Vol. XIII, Pt. II, 
July, 1965. 

T Home Address—11, Municipal Road, Dalanwala, Dehra Dun. 

1. See Mills, Frederick C., “On the Changing Structure of Economic Life” in 
Economic Essays in Honor of Wesley C. Mitchell. P. T. Homan observed, 
“The cardinal tenet of institutionalism is that contemporary society is a complex of 
institutions or habitual forms for organising and regulating the behaviour of 
individuals’—The Institutional School-Encyclopaedia of the Social Science, 
Vol. V, P. 390, See also Mukerjee, R. K.—The Institutional Theory of Economics, 
Ch. XV. - ne 

2, See Mukerjee, R. K.- The Institutional Theory of Economics, Ch. VII. & XV. R.A. 
Dixon observed, “The institutional structure cf society grows like a tree; each 
branch grows and increases its range without direct reference to the other branches 
but each is dependent upon the entire tree. Twings may grow into major branches, 
die and fall to the ground while the tree itself is attaining its full development.” 
(Economic Institutions and Cultural Change, P. 36) 

3. See Wofe, A. B. “Sociology and Economics” in the Social Sciences and their Inter- 
relations edited by Ogburn W. F. and Golden Weiser. See also Mukerjee. R, K. 
The Institutional Theory of Economics, Ch. VI, VII, X, XII, and XV. 

4. See Wolf, A. B.—“Sociology and Economics.” Gottlieb, M. observed “Economic 
system is not isolated but is meshed with the social order. It can not be regarded 
as an empirically self-contained or closed set of interconnection but only as a phase 
or focal centre of a larger whole” (Theory of an Economic System in the Frontiers of 
Social Science, edited by Baljit Singh P. 316) 
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is tied in with the other social institutions,‘ the major issues of economic 
organisation can not well be solved without an adequate account of the inter- 
relations of economic institutions with other social institutions.” Similarly 
R. K. Mukerjee observed, “Man’s economic life is logically conceivable only 
under the control of social, institutional and legal norms which regulate 
the relations of men to men in a milieu of social cooperation. -Without 
normative rules and legal relations which are derived from the common system 
of ultimate values, economic phenomena can not be understood.”2 


The institutional economists further assert that just as economic institu- 
tions ofa given time must be treated in close correlation with the other 
contemporary aspects of culture, so the stream of economic change is a sub- 
stream of the total cultural movement and is constantly influencing, and being 
influenced by, its other elements. Each cultural stream may be investigated 
_ by its own specialists, but not adequately unless they have reasonably wide 
and fresh knowledge of the main features of the collateral cultural movements.’ 
Thus, an evolving economic system is conditioned or guided in its development 
by the existing chain of natural, technical and cultural circumstances. Where 
the network of circumstances includes a rapidly improving industrial tech-. 
nology and a slowly changing economico-political superstructure, a region. in 
which underdeveloped geographical areas are few in number and in which 
the population is no longer rapidly expanding and a society dominated by 
private enterprise bolstered by a legal system largely dominated by laissez- 
` faire ideals and a political system which elevates pressure groups over the 
national welfare, the course of economic evolution necessarily reflects these 
given, hard and fast circumstances. All these circumstances act as compulsives 
which limit the field within which economic evolution can take palce,1 


The institutional ‘economists, therefore, feel a need to extend the scope 
of economics to include an analysis of how economic institutions affect and 
in turn are affected by the natural, technical and socio-cultural environment 
within which they operate. However, in all such studies, economic institu- 
tions remain the ultimate object of economic analysis.” E, M, Burns, therefore, 


1, The Handbook of Sociology, P. 375, 

2. The Institutional Theory of Economics, P. 353. 

3. See Wolfe, A. B.—Sociology and Economics. See also Mukerjee, R. K. The Institu- 
tional Theory of Economics, Ch II, 111, XIV, 

4. Ibid. 

5. See Wolfe, A. B.—Sociology and Economics. Thorstein Veblen observed “In so far 
as the inquiry is economic science, specifically, the attention will converge upon the 
scheme of material life and will take other phases of civilisation only in tbeir corre- 
lation with the scheme of material civilization (The Place of Sciencetin Modern 
Civilization, P. 241). A. G. Gruchy stated, ““Mankind’s economic interest is only 

- one of a number of basic interests which shape human culture. The economic 
interest, like other basic interests, finds expression through various cultural arrange- 


(Contd. on next page) 
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defines institutionalism as “a. method of approach to economic problems in 
which prominent place is given to the interaction between social institutions on 
the one hand and e,onomic relationships and economic aspects of behaviour on 
the other. It aims to present an orderly arrangement of economic phenomena 
in which institutions are integrated with the main body of economics.” 
Baljit Singh also expressed the same views, “Institutional economics 
takes into account the reciprocal interaction and mutual conditioning of the 
non-economic and economic ways and means in the social process of which 
the economic change forms an essential ingredient.”? Similarly Benjamin 
Aaron observed, “Institutional economists have never confined themselves to 
the classical economic theory of value and distribution. They have freely 
disregarded the arbitrary lines of demarcation between the academic disciplines 
and have stressed so-called non-economic factors in their analysis of economic 
problems? i 


The institutional economists do not set any very precise limits to eco- 
nomic investigation. They are prepared to turn bright light of scientific 
inquiry upon any thing that will aid them in the analysis of economic 
institutions. They borrow concepts, principles and evidence freely and 
sometimes indiscriminately from psychology, sociology, anthropology, history 
and even biology.* If the boundaries which they laid down for economic 


(Contd. from previous page) 


ments, but it does not act in isolation. Material culture should therefore be investi- 
gated in order to show how it affects non-material culture, and how in turn it is 
affected by the other lines of cultural growth. In all such cultural studies, however, 
makind’s economic interest remains the centre of attention, and provides the nece- 
ssary framework of reference for the work of the economist’. (Modern Economic 
Thought, P.119) Similarly, R. K. Mukerjee pointed out that “The concrete 
economic process is the result of the synthesis of the three different groups of 
activities and relationships—ecological, technological and institutional—conceived for 
the purpose of analysis in separate levels or categories of experience... «In 
so far as economic activities are placed in a harmonious setting of ecological, techno- 
logical and cultural institutions, economics achieves a new realism by its alliance 
with other social sciences dealing with different phases of social life, and by its integra- 
tion into the master science, sociology.” (P. 65-66) Therefore, Mukerjee asserted, 
“Economics must now find a place for the study not only of scarce resources and 
population, prices and costs, but also of the changing framework of law, public 
opinion and economic institutions and the interaction between economic and political 
power and of the relations between economic and other social values and the order 
of values, virtues and rights in the contrasted theories of institutions, from which 
alone the true meaning and trend of economic life can be derived.” (Preface—The 
Institutional Theory of Economics. See also Ch. 11 and IIT.) f 

1, “Does Institutionalism Complement “or Compete’ with Orthodox Economics”-— 
American Economic Review, Vol, XXI. 

2. Baljit Singh-—The Frontier of Social Science, Preface XXI. 

3. Institutional Economics—Foreword—edited by CFE. Ayres and others. 

4. Homan, P.T.—The Institutional School-Encyclopaedia of the Social, Sciences, Vol, V, 
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analysis appear to be somewhat indefinite, it is because sociological, historical 
and psychological data do not lend themselves to any neat categorizing. 
P.T. Homan onserved, “The content of institutionalim is not so well defined. - 
It is difficult to draw the boundaries of an economic science based upon insti- 
tutional postulates. Since economic institutions such as competition, the wage 
system, the credit system, the property system and the like, are but isolated as- 
pects of a muca more complex general structure of social institutions, the specific 
scientific boundaries between economics on the one hand and sociology, politics 
and jurisprudence on the other hand, tend to become indistinct.’! The institu- 
tional economists do not consider it any disservice to their science to leave its 
boundaries in an unsettled state. Attempts to delimit the scope of economics 
in too rigorous a fashion serve merely to divide life into a series of air-tight 
. compartments which distort the realities of human existence. In their opinion 
what is more important than an attempt to make a precise statement of the 
limits of economic inquiry isan open mind that turns away from no avenue 
of inquiry revealing any promise of furthering our economic understanding. 
. “The economist,” observed A. G. Gruchy, “should not insist upon setting 
up arbitrary limits for his science. Instead, he should be prepared to handle 
any data whict will throw light on the problems associated with the disposal 
of scarcé mean: in the particular cultural situation in which he finds himself.’ 
Thus, the institutional economists attempted to foster relations between 


economics and other social sciences, especially the bond between economics 
and sociology.” They not only make good use of the recent contributions of 


other social scientists, but they also look forward to a further intermingling of 
the social sciences. They feel that the progress of the social sciences‘has been 





l. Ibid 

2. Gruchy, .1. G.—Modern Economic Thought— P .458. 

3. A. G. Grachy pointed out that while the institutional economists take note of the 
contribut ons of other social scientists toward a more realistic interpretation of the 
structure and functioning of the human culture of which the sphere of economic 
relations corms but one segment, the cultural theory underlying their theory of the 
economic order serves as a common bond between their work and that of the sociologi- 
sts. (Modern Economic Thought, P.619.620) Mukerjee, R. K. observed, “Institu- 
tional eccnomics, with its norms of social welfare, solidarity and justice establishes 
the relati-e value of means and ends and their reciprocal functional relations. It 
is definitezy the task of sociology to help institutional economics to achieve such coor- 
dination. To evaluate economic systems according to certain universally recognised 
norms, tc abolish the present conflict between economic power and social welfare 
through a new conception of economic relationship, rights and values and to present 
principles and schemes of economic planning which may achieve the most comprehen- 
sive aims ef social living,—these are the chief aims of Institutional economics working 
hand in kand with Sociology.” (The Institutional Theory of Economics, P, 86.) 

4. Mitchell, N. C.—The Social Sciences and National Planning Science, Vol. XXI 
R. K. Mtkerjee pointed out that the social life is an integral whole. Itis not 
broken uo into compartments corresponding to the respective subjects of the 
various so-ial sciences. With the recent advances in human ecology, sociology, psy- 
chology aad cultural anthropology, time no doubt has come for a close integration of 
the social sciences and the formulation of a general theory of society (See The 
Institutional Theory of Economics, Ch. I +) 
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1, There should not be so many Gram Panchayats under one Society, 
or so many societies under one Gram. Panchayat. One Society 
in one Gram Panchayat seems to be the most suitable arrangement. 


2. In the Supervisory Committee it should not be necessary that only 
„the Village Pradhan will act as the Chairman. Since Cooperative 
is a voluntary and a social organization, any eligible person should 
take this Chairmanship. This will eliminate many difficulties and 
mal-practices. : 


CONCLUSIONS 


In view of the above results it may be concluded that ‘One-Gram- 
Pachayat One-Society’ is politically convenient and viable unit to perform 
qualitatively better Cooperative Credit Service in comparison to that of the 
Large-sized Society. The area of credit service of the Society may be, at the 
starting point, more than one village (One Grampanchayat) for adequacy of 
Cooperative Credit. So far as profitability is concerned, in Small-sized 
Society the extent of profit is comparatively higher than that of a Large- 
sized Society. In small-sized society there is a chance for less managerial 
cost, and this cost may be managed from the profit of the society, because 
due to more careful credit distribution and credit collection there are greater- 
chances for higher degree of profitability (the Society’s staff takes a better 

` care of the member’s personal condition at the time of credit distribution 
and credit collection). This is not only due to small size of the society, but 
also due to small membership and small volume of business. In Small-sized 
Society business will be more profitable, and management may be: efficient 
because of the personal interest of the leadership. It is because there is 
more social contact (leader comes not only from higher strata of the village - 
society), greater social cohesion and better mutual relations among the people. 
While in the Large-sized Society, due to large volume of business, profit and 
loss is possible at higher level. The leader comes from higher strata of the 
society, and he does not impart his knowledge to improve the economic 
condition of others. He does not work honestly and democratically. He 
does not teach ‘and lead others by good example (but sometimes works with 
selfish spirit), This is due to the lack of social contact, lack of mutual rela- 
tion and lack of social cohesion, and all these things are there because the area 
is larger and people live far away from each other. In the case of minimum 
size there is a greater possibility to change the peoples’ attitude towards 
cooperation and to build a true spirit of cooperation. In this case we find 
better chances for good leadership and of more efficient management, 
because people will participate more effectively due to closest contacts, and 
healthy competition is likely to develop in the election. Everybody will know 
each other. As we see the Small-Sized Society is working in the interest- of 
the members, with full cooperation of the members, and for the benefit of the 
members. This quality is found in lesser degree in the case of the Large-Sized 
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Society. The Small-sized Society is socially, economically, politically and 
from the viewpoint of service stronger than the Large-sized Society. All the 
Small-sizec Societies may not be equally efficient, but we are inclined to 
suggest the reduction of Large-sized Societies because profitability in business, 
efficient management, low managerial cost and good type of leadership is 
_more easily possible in this size. Therefore, it may be concluded that 
one-grampanchayat-one society is better to perform the business and to 
develop better local leadership, because under the Panchayati raj administra- 
tion it is able to perform qualitatively better cooperative credit service, and 
the social benefits are more widely distributed. 


f 


RISING PRICES AND INDUSTRIAL DISCONTENTMENT 


A. S. MATHUR 
Institute of Social Sciences, Agra University, Agra. 


The rise in prices and cost of living and the consequent suffering of the 
vast majority of people have been a source of grave concern to administrators, 
industrialists, consumers and workers in recent years. It is quite natural in a 
development seeking backward economy for the prices to go up in the initial 
stages. The possibility of it was admitted by the planners in the economic 
development of the country through planned efforts. The recent ascend in 
the prices of foodgrains, agricultural products, raw materials and consumers’ 
goods has exceeded the safe limits and belied the hopes and the expectátions of 
the Government and public alike. It has affected the cost structure of industries, 
inflated the cost of the Plan and affected adversely its physical contents. 


Shortage, depleted stocks and upward movement in the cost of 
articles of daily use has become a depressing part of every day life and news- 
papers are full of information of widespread discontentment throughout the 
countries on these issues. The public cynicism about planning has never been 
so universal, deep and vocal as it is today. General dissatisfaction of country’s 
population on serious inroads on their already low standards of living is apt to 
get magnified considerably against the background of alround sufferings and 
hardships. 


The Planning Commission, while reviewing the progress of the Third Plan, 
admitted that the working of the price policy has been dismal. “Particularly 
dismal, it was recognised has been the working of the price policy. Loud 
protestations by the Commission that the price line must be held had only beén * 
followed by a steady and continuing rise in prices.” The Union Ministers have 
made from time to time a sorrowful confession in their press conferences of the 
official failure to check rising prices and profiteering. 


MOVEMENT OF PRICES 


Movement of prices over the last few years has been symptomatic of the 
disquieting trend which has become dramatically ominous and depressing 
during the last four years. According to an official survey carried out in 1958-59, 
the average income of the middle class families in the country ranged between 
Rs. 200/- to Rs. 250/- per month and their expenditure was generally in excess 
- Of their income. If that was true six years back conditions have become 
much worse now. The correspondent of the Statesman making a study of 
price rise in 1963 came to the conclusion that for Delhi the cumulative result 


1. The Statesman, June 16, 1964, 
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of the price -ncrease has been nearly a 25 per cent rise in the living costs of the 
middle income families and a greater rise in the living costs of lower income 
families. According to the case studies undertaken by some of the Amritsar 
correspondents labourers in urban areas incurred debts of Rs. 25 each month, 
with little expectations of being able to pay them back, while in the lower middle 


_income grouns a joint family of four earning members with an aggregate income 


of Rs. 600/- per month but a combined family of 10 members was unable to 
put by any savings.1 The situation continued to deteriorate in 1964 and 
1965. In 1364 according to the October Monthly Bulletin of the Reserve 
Bank of Ind:a the general price level in the country during the twelve months 
ending with September was higher than that of any comparable period since 
the last Wor-d War. The average increase in prices during the period compared 
to the immediately preceeding twelve months was 14 per cent. Over the year, 


„prices of food articles, industrial raw materials and manufactures rose by 


23'6, 21'9 and 4°7 per cent respectively.2 The miseries and sufferings have 
multiplied manifold because the ascend of prices very often has been sudden, 
abrupt, steep and disproportionate. 


Index numbers of wholesale prices as given in the following table have 
asad story to reveal in all the fields. The situation seems to be well out of hand. 
Once the spiral is set in motion, it seems almost impossible to control it. This 
holds good for food articles as well as for liquor, a fuel, power, light 
and lubricants. 


An average Indian spends more than two-third of his income on food 
alone. Even a small rise in the cost of food articles affects a common:man 
materially. The upward movement has not remained confined to a few items 
of consumption of only selected varieties. It has engulfed almost all articles 
of food consumption of all varieties used by all alike. Price of every type of 
grain—coarse or fine, used by rich or poor, consumed in North or in South— 
has shot up. Index numbers of the wholesale prices of important foodgrains 
in table 1 prove this characteristic of the price movement. Prices of coarse 
grains like ‘jowar’, ‘bajra’ and gram which are common man’s food have shown 
a sharper rise than wheat and rice. The range of price fluctuations has differed 
widely from state to state and inhabitants of some states have been hit harder 
than others though people at no place have escaped from the impact of rising 
prices. ` Cost of food stuffs of a common man has gone up by almost one-third 
in most places. Prices of meat , fish, eggs and milk have also registered increase 
but it has been less than those of articles used by poorer classes. Their prices 
have risen in sympathy but this increase has been only between 10 to 20 per 
cent. The over-all impact of deprivations in family budgets of lower income 
groups has bzen more than of better-to-do classes and for a large number of 
people even a ‘dal roti’ meal seems to become a luxury. 


1. Ibid. 
2. The Hindustan Times, November 17, 1964. 


IMPACT OF MIXED ECONOMY ON INVESTMENT IN INDIA 


Dr. M. K. Sern 
B. R. College, Agra. 


Planning in a mixed economy necessarily involves growing interaction 
between the public and private sectors, and policies and institutions directed 
towards furthering the programmes of one sector may be, and often do, exercise 
a restrictive influence on the other. The availability of finance is only one 
aspect of this climate, though an important one, and cannot, therefore, be 
tackled in isolation. In the implementation of India’s First, Second and Third 
Five-Year Plans, private enterprise has been assigned a very important role. 
Baring a few segments, which for strategic reasons are to be wholly under 
Government ownership, the rest of the industrial field is open to private 
enterprise. The State will, it is true, directly participate in the promotion 
of some industries, but its main function is to be the creation of conditions 
` which will enable the private sector to constitute its utmost to the realisation 
of the planned objectives. The Plans thus envisaged the public and private 
sectors not as two separate entities, but as parts of a single organism, each 
contributing to and gaining strength from the development of the other. 
There is, however, very great increase in public investment envisaged in all 
the Five-Year Plans. The enlargement of public investment will naturally 
reduce investible resources available to the private sector, provided there is 
commensurate increase in both national output and national savings. The 
problem is merely of devising proper agencies for mobilising savings available 
in the community and distributing them between the public and private 
sectors in accordance with their requirements. But if the planned investment 
in the public sector exceeds the savings that would normally be available to 
it, and calls for additional measures of taxation, borrowing or deficit financing, 
there is inevitably a draft on savings available for investment in the private 
sector unless, of course, the additional investment is not by an equivalent 
reduction in consumption or an increase in resources imported from ' abroad. 
When internal policies and forces tend to redistribute incomes in favour of 
classes with a relatively larger propensity to consume, increased governmental 
outlay cannot, without an extensive system of controls be matched by a 
reduction in aggregate consumption expenditure. Nor is it always possible 
to support the public sector’s programme through import of capital and real 
resources from abroad. In such circumstances, increased governmental 
investment necessarily impinges on the resources available to the private sector 
for investment, 


` It may now be concluded that the Government policies affected adversely 
the investment potential in the private sector. As to an investor there were 
so many factors affecting his willingness to invest in private sector. The 
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one and tke foremost being the threat of nationalisation. There were series 
of legislative measures undertaken in recent years to regulate the private 
sector have given rise to a popular impression that private enterprise would 
not discharge its social responsibilities in a proper manner. ‘This is reinforced 
by the constant threat of nationalisation in the private sector. Further the 
events like the nationalisation of Air Transport and Insurance Companies by 
the Centra! Government and of Road Transport by several State Governments 
have had an adverse effect on the psychological attitudes of investors, in 
industries owned by private enterpreneurs. On the part of enterpreneurs 
themselves. the fear of nationalisation has tended to make them chary of 
undertakinz projects in which, for technical reasons initial investment has to 
be large ard return accrue only after a considerable period of time. 


Besid=s this, it has been noted that the investment in public sector has 
to be financed mainly by taxation and borrowing from the public. As the 
public seccor expands and the necessary finances are raised primarily by a 
taxation programme, to that savings are reduced and there will be less 
and less flow of investible funds to the capital market with consequent effect 
on the private sector. In this way taxation draws from the common pool of 
savings, it reduces the resources available to the private sector. Similarly 
the borrowing policies of the Government have affected the flow of investment 
in the private sector, The borrowing programmes and National Saving 
Schemes of the Government of India, has induced. the small savers, and those 
who cannot take the least risk, to invest in government securities. It is, 
therefore, 2vident that the funds left for ‘private sector have contracted to a 
great extent and unless very favourable circumstances are created, the funds 
cannot be Jiverted into the channels of private industries. 


- The Committee on Finance for the private sector, appointed by the Re- 


serve BanE of India, mentioned in its report that there is great need for. 


adjustmen:s in the private sector, as the change in the economic climate is 
due in par: to a change in social views regarding its role in the mixed economy. 
It further =mphasised that “it would be futile to accept in the world of today 
conditions similar to those which prevailed in the early stages of capitalist 
development abroad. While the field is restricted and the freedom of action 
curtailed, there are still opportunities for private initiative and endeavour. 
We believ> that despite all the handicaps enumerated above, if private enter- 
prise would only continue to have faith in itself and display the same spirit 
of venture as it has hitherto done, it is capable of exploiting existing oppor- 
tunities and exploring new avenues to a larger extent, thus inspiring greater 
confidence and support amongst public for the private sector.” The 
Committee also observed that without the adjustment in some of those basic 
conditions, expansion and improvements on the financial side will not ensure 
rapid prozress, which is pasible Ony by the joint efforts of public and 
private sectors. 


India is not the only country where the public sector is expanding, but 
an outstanding feature of recent trends ik national economies of the free 


rl 
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world countries show a rapid growth of public sector. The significance of 
the public sector in the free world can be best illustrated by a reference to 
Western Europe, which without abandoning its democratic institutions has 
acquiesced in a steady growth of the public sector. The U.N. Economic 
Commission for Europe has published as part of the “Economic Survey of 
Europe 1959” which reveals that in most countries of the Western Europe, 
about one-third of the national income is at present channelled through the 
public sector. Government expenditure on goods and services together with 
‘the investment in public enterprises, absorbs 15 to 25 per cent, of the gross 
national product. The public sector also accounts for a very large share in 
total fixed investment. In these countries, although it has taken several de- 
cades for the public sector to attain its present status; it is noteworthy that 
rapid growth has schronised with the two world wars or periods following 
them. Explaining the significance of the growth of the public sector, the 
report observes; “To a large extent, the growth of the governmental sector 
. is the outcome of a change in ideas about the goals of social and economic 
policy, the form of economic organisation and the line of demarcation between’ 
the spheres of public and private decisions.” In other words, the welfare 
concept.of the state has been the chief motivating force behind the recent 
expansion of the public sector. 


It may be mentioned here that, the Governments have naturally, wide- 
ned the fiscal net, in order to secure the resources they need for discharging 
their growing responsibilities, In most countries, indirect taxes constitute 
an important source of revenue, followed by direct taxes, social security 
contribution and income from property and enterpreneurship. In this way 
the public commercial enterprise sector forms today a far more important 
part of the overall national sector than in olden times or even in the early 
years of this century. The extension of public control over postal services, 
rail transport and public utilities (like gas, water, and electricity) has pro- 
ceeded gradually. The fear that the monopoly powers inherent in such 

` services, might be abused under private ownership and the need for providing 
amenities in outlaying regions—a type of investment to which the private sector 
is not generally attracted—have been the powerful motives in favour of their 
operation as public enterprises. 


_ Mixed economy may be regarded a compromise between the capitalist 
and socialist forms of economic organisation, and its goal should be accepted 


by all sections of the people. One more idea which may be expressed in 
favour of the mixed economy is that the business community should work on a 
basis of comparatively reduced emoluments and gains in the larger interest 
of the nation and the democratic free society. Further high earnings and 
profits to a particular section of the society cannot be justified, in the face of 
grinding poverty of the masses. , 


But major policy decisions should be based on realistic economic and finan- 
cial considerations rather than on mere idiological grounds. A brief review of 
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the enunciation and working of the industrial policies and programmes of the 
Government shows that a number of times decisions were taken on idiological 
grounds rather than on sound and rational appraisal of the economic situations. 
By taking a few examples this point of view may be illustrated. In settling 
the terms with oil refinary the Government has to relax its rules and regula- 
tions for private enterprise, but in the beginning it was reluctent to a liberal 


policy in this matter. Similarly, the arrangements for setting up the Durgapur . 


Steel Plant in collaboration with the industrialists of Britain were not approved 
by the Government, on account of its rigid policy to keep all the new steel 
plants in public sector. As Tata Iron and Steel Company at Jamshedpur was 
working very successfully the setting up of one more steel plant in the private 
sector would not have been against national interest. The rigidity of the 
Government about the industries of defence ¿.e., production of arms and 
ammunition and control of atomic energy may be justified on the ground that 
the State may require these goods for any national emergency, but the defence 
goods which run into thousands of kinds could be produced and manufactured 
in the private sector also. Such arrangements could bring about a good deal 
of flexibility in the adjustment of requirements and supply of these goods. 


In some cases the Government's rigid policy has to be the main cause 
of the scarcity of certain essential goods like the fertilisers. In the beginning 
the fertilisers industry was regarded as the concern of the State only, but 
later on the Government was almost compelled to accept the participation of 
the private enterprise also. The last decade's experience, therefore, shows 
that the rigidity of the Government in regard to her policies and programmes 
in certain cases was not favourable for investment. 


The inclusion of a disproportionately large number of long term projects 
in the programme of development was also unwise. For want of resources 
some of the projects were either given up at different stages of execution 
resulting in the wastage of scarce resources or were delayed beyond reasonable 


time limit, In these circumstances the huge investments in the public sector - 


could not give adequate returns. It shows public sector’s over enthusiasm in 
regard to its working. Accordingly flexibility of Government policies and co- 
ordination between both the sectors are essential in the national interest. 


e 


SIZE OF THE COOPERATIVE SOCIETY 
AND THE QUALITY OF CREDIT SERVICE 


Dro Natu Ram ' 
Dept. +, of A grienliural Economics, B. R. College, Agra. 


"INTRODUCTION 


In 1954 the All-India Rural Credit Survey Committee da 
to convert the primaries into Large-Sized Societies in order to form more 
economically viable units. But in 1959-60 the Working Group on Industrial 
Societies, the Conference of Registrars and the V. L. Mehta Committee re- 
commended to start service societies in each village, or to convert: village 
primaries into small-sized service (One village one Society) societies., Thus 
there has been considerable shifting of opinion and even in official policy l 
in regard to the size of -the primary cooperatives. In -the context of the 
growth of the Cooperative Movement it is very important. to decide. the 
minimum size of the society that may become economically viable unit, 
and may perform better the cooperative services to members. In this 
regard á comparative study of the performance of | the different size of coop- 
erative societies may provide some useful guidelines. o . 


The present. study aims at studying the comparative performance 
of two societies. It relates to the ‘Midhakur Large-sized Cooperative Credit 
Society’ which was formed. by amalgamating 21 primaries in. March 1958 
and a small-sized. society ‘Purvi Nagar’ which was formed in March 1958 
(the basic data relating to‘the two societies is given in table 1). -Generali- 
zation on the basis of such a small study has its limitations, but on the basis of 
the information gathered and its analysis an attempt will be made to determine 
the size ofan economically viable primary society, and to siiggest methods 
of making’ the primaries economically viable, ` 


The study is based on 40 cases—20 from each society. Half of the cases 
in each case are of agriculturist members and the remaining half are nòn- 
agriculturists. The reference period is 1963-64. 


TABLE | 
Size of the Societies 














Particulars* — . Large-sized Societies | Small-sized society 
I. No. of villages ñ 19 3 
2.. No, of Gram ‘Panchayats 16 : 1 
EN Total population covered (%) mE a 53 eS 
© Volume of Business l o 
4. Total membership 2,000 07 0189 ; p 
5. A gdeulturist members (%) f 65 iia AO bani END 





7 i = l A \ i : (Contd. on next page) 
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TABLE 1 (Contd.) 


Size of the Societies 


Particulars* 


AA PP A A A PP A 


Large-sized Societies| Small-sized Society - 





6. 


Non-agriculturist members (%) 
MembersLip fee (Rs.) 
“Share fee per head (Rs.) 
Total working capital (Rs.) 
Total owned: capital (Rs.) 
-Rate of interest 
(a) Distt Bank (%) 
(b) “For members (%) (per year) 
‘Total dep asit (fixed) Rs. 
Total depcsit (current) Rs, 
Rate of interest on deposits 
(a) Fixed deposit (%) 
(b) - Current, deposit (%) _ 
"Total Profit Rs. 
Total Loss Rs. 


* 


35 30 

. 0-80 0-50 
10 10 
40,000 2,000 
35,000 1,700 
64 64 

84 82 
1,800 110 
aes “30 

53 5} 
ae 23 
13,355 413 


The present data have been collected from the records of the Societies which 


were g-ven' by: the Society’s Secretary. 


THe AMOUNT AND PROPORTION OF BORROWING FROM DIFFERENT. SOCIETIES 


The ameunt.which was borrowed by 40 members during. the reference 


period.is given. below in table 2. 


- TABLE .2 


The amount ard proportion of borrowing by members from different Societies (1963-64) 


















































Large-sized society Small-sized society 

Cooperative Credit from Cooperative Credit from 

credit other sources credit other sources 

Rs. % | Rs. % Rs. % Rs. | % 

Agriculturist members 12,500 75 | 4,000 |. 25 | 13,200 80 | 3,300 | 20 
Non-Agriculturi+ 

members 1,000 | 66:6 500 | 33:5 | 1,280 80 320 | 20 

“Taal 13,500 | -75 | 45500] "25 1°14;480 | “B0"| 35620 | “20 
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The: foregoing table shows that Large-sized Society has distributed to the 
extent of 75% of the total credit needs of the borrowing. members, while 
the. small-sized society has issued to the extent cf 80% of the total credit: 
‘needs. of its borrowing members. The average loan per member issued. by 
Large-sized Society is. Rs. 1250 for the agriculturist members and Rs. 100: 
for: non-agriculturist members, whilé-the small-sized society has issued om 

- an average to agriculturists Rs; 1320 and to: non-agriculturist members 
Rs. 128. In the case of the small-sized society the average.loan per member is 
higher than that of the: large-sized. society. The:main reason: is that: Large= 
sized-Society has- a large area, larger membership, due to which it has -greater 
risks. It has.no close social contacts and has no intimate knowledge about-the 
members. Therefore; less money is advanced among a. large number.of: 
members. While the small-sized society has'small membership, smaller: area: 
and more social contacts and local knowledge:of the members’ due :to: which 
it gives more-loan to the members.. It. advances’ more loan per’ member: 
Thus it is seen that the small-sized society has been able:to serve the-credit 
needs of its members to a slightly. greater extent. than the large-sized society. 


PuRPOSE-WISE DISTRIBUTION- OF COOPERATIVE CREDIT 


“The loans issued-by the- two-societies to.their members for. different 
purposes have been shown in Table 3. 
TABLE 3. 
Purposewise distribution of cooperative credit (1963-64) 











; Large-sized Society | Small-sized Society 
Purposes - Agriculturist Non- Agriculturist Non- 
members Agriculturist members Agriculturist 
members members 
T. Agricultural © R3. Rs. Rs, RS. 
(1) Seeds 8,000 wee 5,000 ess 
(2) Fertilizer 1,250 7 ... 1,320 
(3) Agr. wage payment nee . ee 280 
(4) Bullock purchase 3,000 on 2,600 ' ate 
(5) Agricultural ; K 
implement 250 one 500 ... 
IL. Non-Agricultural f 
1. Business aes 1,000 800 480 
2. Payment of old debt on ... 400 500° 
3. Ceremonial ... mu. 600 65 
4. Marriage ... oe 400 150 
5. Consumption see ... 1,300 85° 
(a) Kerosine seo ae s eae? ... 
(b) Pulses sie ... 


(c) - Matches- 


nee nee ... ... 
A 


Total 12,590 1,000 13,200 1,280 
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The foregoing table shows ‘that the large-sized society has provided credit 
for a few needs of its members, while the small-sized society has provided for 
relatively larger and more diversified needs of the members. The main 
reason is that the La-ge-sized Society advances loans to the members on the 
basis of repaying capacity of the members and only for productive purposes 
and not for unproduc-ive purposes, while the small society has been able 
to advance loanson the basis of members’ capacity to produce and to 
repay the loan, and issues loans both for productive and .unproductive 
purposes, ` Therefore, this society has been able to help, its members 
in respect of multifarious credit needs. It is because due to correct 
personal knowledge and gréater social contacts it is in a better position to 
take bold decisions in - issuing even non-productive credit. Here service 
of small’ society seems qualitatively better because in- its service balanced 
growth: of agricultural and non-agricultural sectors seems possible, And 
cooperative service seems to be widely distributed, bringing under its benefits. 
the eo nopal lowez levels of the community. 


SECURITY OF CREDIT 


During the reference period both the societies advanced loans on the 
basis’ of securities. The actual situation is given in table 4, 
Table 4 * 
Security of credit distribution (1963-64) 


a 























Large-sized society Small-sized society 
Particulars Agriculturist Non- Agriculturist Non- 
members Agriculturist members Agriculturist 
. . members members 
Securities : Rs. Rs. Rs. Rs. 
(a) Land (a) ‘A’ grade i ] 
7 acres 8,000 wie 
(b) ‘B’ grade ; 1,000 : ae 
5 acres 
(b) Orchard 2 acres 4,500 -j 
(c) Building & Shops as 1,000 2,500 1,000 
(d) Gold & Jewellary Bae a 300 100 
Sureties f 
(a) Society’s members on oes 200 180 
(b) Non-members 
(c) Special consideration oe sa 200 ás 
i Total 12,500 | 1,600 | 13,200 1,280 
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` The large-sized society advanced loans to the members on the basis: of 
immoveable properties. The-main reason is that due to large area this 
society is unable to take care of the securities at every moment (to know 
that member has run away from the villages or not. This is only to guard 
against insolvency). To reduce the risk it takes immoveéable tangible 
securities before issue of loans. Due to involvement of risk it does not advance 
on the basis of ‘sureties’, though there is provision in the by-laws to issue loan 
on the basis of sureties. : 


The Small-sized Society advances loans on the basis of securities as 
well as sureties as the member wants. The main reason is that this society 
knows well the personal condition of the members. It also gives loan on the 
basis of goodwill of the members in an abnormal situation. In this way 
small society has been able to help even the small farmers and the poorer 
section, whereas the Large-sized Society has not been able to do so to that 
extent, and thus the latter has failed to serve one of the important purposes 
of cooperative credit. And thus it does not meet the requirements of social 
justice which the Small Society has been able to do toa relatively greater 
extent. The mere size creates a problem of physical and social distance, and 

“checks the widening of service particularly in the case of poorer sections. 


RECOVERY OF COOPERATIVE CREDIT 


During the reference period the extent of recovery of cooperative credit 
was as shown in table 5. 


TABLE 5 
Recovery of Cooperative Credit (1962-64) 

















Repayment of the . Repayment of the 
- Agriculturist Non- Agriculturist Non- 
Particulars members Agriculturist | members | Agriculturist 
members members 
va : -- Rs. | % | Rs. | % | Rs | % | Rs | % 
1. Recovery by the marketing y 
society. 6625 | 53 sas .». | 6600 | 50 e E 
2. Direct cash payment 4625 | 37 | 1000 | 100 | 4950 | 37°5 | 1280 | 100 


3. Overdue 1250 10 sea ce ote we sce ‘see 


4. Conversion of Short-term i 
` loan into Medium-term. ~ weg ait E sea 1650 | 12°5 Se A 


ii Y AA“ fe | ee 





a ed 


Total 12500 | 100 | 1000 | 100 [13200 | 100 | 1280 | 100 





_ The extent of recovery of cooperative credit in the large-sized society 
is 3% more than that in the case of small-sized society. The main reason. is 
_ that the agriculturist members sold their produce through the Marketing 
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Society: due to the fear: of fine; i. e., as a compulsion, while the-service :society 
collected the members’ produce locally and sold it: jointly. And thus.saved 
the time, labour and high marketing cost for the members. Those farmers 
whose crops failed: due to lack of irrigation and other causes, could not 
sell their produce. 


The extent of direct cash payment is 0'5% more in the Small-sized 
Society than in the Large-sized Society The main reason is that 
the members of the Small-sized Society have different sources of 
money, €. g., selling of milk and wages, etc. They get cash income 
and repay the loan tothe Society. While in the Large-sized Society 
the members have'no source of money except crop production. They dislike 
to sell their milk, or some have no milch cattle. Therefore, they borrowed 
money from the private agencies and repayed to the credit society. Those 
who did not get loan from anywhere did not repay, and became defaulters, or 
overdues were declared against them; but short-term loan was not converted 
into medium-term. While in Small-sized Society such type of facilities were 
providéd to the members. Thus, on the whole in regard to the recovery<of. 
cooperative credit, in respect of service, the small-sized society was: found 
to be more convenient'than the large-sized society to their respective members: 


ADVANTAGES AND DISADVANTAGES IN DEALING WITH THE SOCIETIES 


To know the advantages and disadvantages the members of the coope- 
ratives were asked a few questions and the replies of the members who’ 
borrowed from the societies. were noted. The-replies of members according 
to their experience in this context are given. below in Table 6. 


f TABLE 6 
The advantages and disadvantages in dealing with the societies 


Small-sized 


Large-sized 
Society 


Society 





Advantages. 








1. Lower rate of interest 20 100 20 100 
2. Repayment only after a year 5 25 10 50 
3. Loan'available at the time of need 3 12:5 5 25 
4. Loan: given on fixed date hence some 

surety of getting on the_day s 2 6'3 3 12:5 

Disadvantages 

1. Loans not available at the time of need 10 50 3 12-5 
2. Repayment date is not postponed 15 75 5 2:5 
3. Loan'not given according to need 10 50 3 12°50 
4. Marketing Society gives lower prices 

and.inconveniences in dealing with it 13 62:5 10 50 
5. Compulsion of selling their produce to 

the marketing society; a fine: imposed’ 

if. notssold through it. 7 37:5 7 37:5 
6. Loan not available on securities 20 100 es 





e, 


e 
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The foregoing table indicates that:the small sized society is more advanta- 
geous than the Large-sized Society. The most important attraction provided 
by the Small-sized Society is the accommodation in relation to-needs, parti- 
cularly at the time of need. Unfortunately the Large-sized Society has no: 
been able to.solve this problem. The Large-sized Society has. not eliminated 
the dependence of members on private.moneylenders, while .the Small-sized 
Society has reduced this extent relatively more; and at present it is only 20% 
in the. latter case. í 


-In dealing with the Large-sized Society there are multiple causes of 
delay. The most important being some procedurial matters, -?. e., members 
of particular villages are. given definite dates, for issue loans. They have 
to-apply and get loans mostly on those dates only. Besides, members are 
generally denied loans till other members of their village have :cleared up 
their previous loans. Quite often non-availability of funds at the.bank.was 
reported as the cause of delay. This is, however, only an organizational 
problem, since there was no shortage of funds-with the society. This type 
of problem is not found in the Small-sized-Society to .this extent. 


In the case of the Large-sized Society a probe into the nature of incon- 
veniences in dealing with the society indicated that at the time of .getting 
loans members experienced that loans were not available when needed, 
because the turn of their village was on-a different’ date, or there .wa3 
no .money in the Bank, or the witness was not available, or the Supervisor 
refused on that date because of many reasons. The members . also replied:tha: 
_ the Large-sized Society took more time not only in issuing the loans, but also 
in reaching the members due to greater distance. There are complaints of rude 
behaviour with the members of these villages which are far from the.centre. 


The members expressed that in dealing with the Large-sized Society 
there should be recommendation of Village Director, Gram Pradhan,* 
Dekh-Rekh Samiti and the President to get the fixed amount of loan, other- 
wise loan cannot be ‘received from the society. Pradhan is the main person 
in credit issue of the Large-sized Society, because he is the chairman of Dekh- 
Rekh Samiti (Supervisory Committee), Quite often he misuses his power and 
position. This goes against a section of the village population. Misuse of 
authority is comparatively less.in the case of the small-sized society, since 
in that case it is not necessary that the Pradhan is the head of the super- 
visory committee. 


* The bigger landlord has ways which conform with those of the moneylender, 
vand: indeed he is himself often a moneylender and .trader. The village headmaa 
„is also drawn from the same class,-and it is usual:for these to have connectiors 
«which link them not only to.the source of finance but to the seats of adminis- 


trative power. 
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OUTSTANDING PROBLEMS ` 
I Problems at Operational Level: 


The main problem for the Large-sized Society is that it covers. many. 
Gramsabhas which have their own Dekh-Rekh Samities which are the 
supervisory. bodies of the’ villages. If some supervisory. bodies are ready 
to ‘amend the by-laws according to their own conditions it does .not 
suit others. Thus facilities for some become difficulties for others. Due to 
larger number. and more heterogeneity i in population the society is unable to 
work efficiently. 


` The village headman is a powerful person in village administration as 
well as in Supervisory Committee of the society. Sometimes he manipulates 
against members in the determination of loan limit and evaluation ` of 
Haisiyat if they do not please him. The Village Director being a 'headman 
of: the society works under the Pradhan. The Pradhan being inefficient in 
business and.in knowledge of the society becomes head in the Supervisory 
Committee of the society and dominates the scene. Due to dominance of 
‘panchayat, society is unable to oppose it because power is concentrated in 
the hands of the Panchayat. Due to.a. large number of panchayats in the 
jurisdiction of Large-sized society there are a number of difficulties. Due 
to heterogeneity in population, types of problems and other specialized 
functions the problem of society becomes more and more complex. 
In loan sanctioning there are several authorities to recommend it. The 
member has to approach several persons according to rules, and he gets 
loans from one place aftcr meeting different persons at different places, In the 
Small-sized Society operational difficulties are lesser than those in the Large- 
sized Society. 


2. At Structural Level: 


In the Large-sized Society there are Dekh-Rekh Samities at village 
level. This Samiti acts as local Government for the members. Gram Pancha- 
yat is another association. Both are helpers of the Large-sized Society. 
Member-has to please the members of their associations to get loan in 
time. After that he has to please the Society’s workers. Due to these branches: 
“of the society the members get loans late. The members try to please. the: 
Director of their own committee and the President of the society who is: 
the Director of another village. He gets into trouble to open his difficulties 
with person of another village. Nobody likes to divulge his difficulties to 
‘others. But in the Large-sized Society he has to do so. - 


In the Large-sized Society the defects are found both at the structural 
as well as the operational level, while in the small-sized society most of the 
defects are only at the operational level. They may be rectified easily in 
comparison to those of the Large-sized Society. 
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SUGGESTIONS i 

1, There should not be so many Gram Panchayats under one Society, 
or so many societies under one Gram Panchayat. One Society 
in one Gram Panchayat seems to be the most suitable arrangement, 


2. In the Supervisory Committee it should not be necessary that only 
the Village Pradhan will act as the Chairman. Since Cooperative 
is a voluntary and a social organization, any eligible person should 
take this Chairmanship. This will eliminate many difficulties and 
mal-practices. 


CONCLUSIONS 


In view of the above results it may be concluded that ‘One-Gram- 
Pachayat One-Society’ is politically convenient and viable unit to perform 
qualitatively better Cooperative Credit Service in comparisón to that of the 
Large-sized Society. The area of credit service cf the Society may be, at the 
starting point, more than one village (One Grampanchayat) for adequacy of 
Cooperative Credit. So far as profitability is concerned, in Small-sized 
Society the extent of profit is comparatively higher than that of a Large- 
sized Society. In small-sized society there is a chance for less manage:ial 
cost, and this cost may be managed from the profit of the society, because 
due to more careful credit distribution and credit collection there are greater 
chances for higher degree of profitability (the Society’s staff takes a be:ter 
care of the member's personal condition at the time of credit distribution 
and credit collection). This is not only due to small size of the society, but 
also due to small membership and small volume of business. In Small-sized 
Society business will be more profitable, and management may be effic.ent 
because of the personal interest of the leadership. It is because there is 
more social contact (leader comes not only from higher strata of the village 
society), greater social cohesion and better mutual relations among the people. 
While in the Large-sized Society, due to large volume of business, profit and 
loss is possible at higher level. The leader comes from higher strata of the 
society, and he does not impart his knowledge to improve the econcmic 
condition of others. He does not work honestly and democratically. He 
«does not teach and lead others by good example (but sometimes works with 
selfish spirit). This is due to the lack of social contact, lack of mutual rela- 

_ tion and lack of social cohesion, and all these things are there because the area 
is larger and people live far away from each other. In the case of minimum 
size there is a greater possibility to change the peoples’ attitude towards 
cooperation and to build a true spirit of cooperation. In this case we find 
better chances for good leadership and of more efficient management, 
because people will participate more effectively due to closest contacts, and 
healthy competition is likely to develop in the election. Everybody will know 
each other. As we see the Small-Sized Society is working in the interes: of 
the members, with full cooperation of the members, ‘and for the benefit of the 
members. This quality is found in lesser degree in the case of the Large-Sized 
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Society. The Smallsized Society is socially, economically, politically and 
from the viewpoint cf service stronger than the Large-sized Society. All the 
Small-sized Societies may not be equally efficient, ¿but we are inclined to 
suggest the reduction of Large-sized Societies because profitability in business, ' 
efficient management, low managerial cost and good type of leadership is 
more easily possible in this size. Therefore, it may be concluded that 
one-grampanchayat-o1e society is better to perform the business and to 
`- develop better local leadership, because under the Panchayati raj administra- 
-tion it is able to perform qualitatively better cooperative credit service, and 
the social benefits are more widely distributed. ap A 


RISING PRICES AND INDUSTRIAL DISCONTENTMENT 


A. S. MATHUR | 
Institute of Social Sciences, Agra University, Agra. 


The rise in prices and cost of living and the consequent suffering of tLe 
vast majority of people have been a source of grave concern to administrators, 
industrialists, consumers and workers in recent years. It is quite’ natural in a 
development seeking backward economy for the prices to go up in the initial 
stages. The possibility of it was admitted by the planners in the economic 
development of the country through planned efforts. The recent ascend in 
the prices of foodgrains, agricultural products, raw materials and consumers’ 
goods has exceeded the safe limits and belied the hopes and the expectations >f 
the Government and public alike. It has affected the cost structure of industries, 

‘inflated the cost of the Plan and affected adversely its physical contents. 


Shortage, depleted stocks and upward movement in the cost of 
articles of daily use has become a depressing part of every day life and news- 
papers are full of information of widespread discontentment throughout the 
countries on these issues. The public cynicism about planning has never been 
so universal, deep and vocal as it is today. General dissatisfaction of country’s 
population on serious inroads on their already low standards of living is apt zo 
get magnified considerably against the background of alround sufferings ard 
hardships. l i 


The Planning-Commission, while reviewing the progress of the Third Plaa, 
admitted that the working of the price policy has been dismal. “Particularly 
dismal, it. was recognised has been the working of the price policy. Loud 
protestations by the Commission that the price line must be held had only been 
followed by a steady and continuing rise in prices.” The Union Ministers have 
made from time to time a sorrowful confession in their press conferences of the 
official failure ta check rising prices and profiteering. 


MOVEMENT OF PRICES 


Movement of prices over the last few years has been symptomatic of the . 
disquieting trend which has become dramatically ominous and depressirg 
during the last four years. According to an official survey carried out in 1958-53, 
the average income of the middle class families in the country-ranged between: 
Rs. 200/- to Rs. 250/- per month and their expenditure was generally in excess 
of their income.! If that was true six years back conditions have become 
much worse now. The correspondent of the Statesman making a study əf 
price rise in 1963 came to the conclusion that for Delhi the cumulative result 


"1, The Statesman, June 16, 1964. 
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of the price iacrease has been nearly a 25 per cent rise in the living costs of the 
middle income families and a greater rise in the living costs of lower income 
families. ` According to the case studies undertaken by some of the Amritsar 
correspondents labourers in urban areas incurred debts of Rs. 25 each month, 
with little expectations of being able to pay them back, while in the lower middle 
income groups a joint family of four carning members with an aggregate income 
of Rs. 600/- per menth but a combined family. of 10 members was unable to 
put by any savings.! The situation continued to deteriorate in 1964 and 
1965. In 1964 according to the October Monthly Bulletin of the Reserve 
Bank of India the general price level in the country during the twelve months 
ending with September was higher than that of any comparable period since 
the last World War. The average increase in prices during the period compared 
to the immediately preceeding twelve months was 14 per cent,” Over the year, 
prices of food articles, industrial raw materials and manufactures rose by 
23'6, 21'9 and 4°7 per cent respectively,2 The miseries and sufferings have 
multiplied manifold because the ascend of prices very often has been sudden, 
abrupt, steed and disproportionate. 


Index aumbers of wholesale prices as given in ‘the following table have 
a sad story to reveal in all the fields. The situation seems to be well out of hand. 
Once the spiral is set in motion, it seems almost impossible to control it, This 
holds good for food articles as well as for liquor, tobacco, fuel, power, light 
and lubricarts. 


An average Indian spends more than two-third of his income on food 
alone. Ever. a small rise in the cost of food articles affects a common man 
materially. The upward movement has not remained confined to a few items 
of consumpt:on of orly selected varieties. It has engulfed almost all articles 
of food consumption of all varieties used by all alike. Price of every type of 
grain—coars2 or fine, used by rich or poor, consumed in North or in South— 
has shot up. Index aumbers of the wholesale prices of important foodgrains 
in table 1 prove this characteristic of the price movement. Prices of coarse 
grains like ‘jowar’, ‘bajra’ and gram which are common man’s food have shown 
a sharper rise than wheat and rice. The range of price fluctuations has differed 
widely from state tc state and inhabitants of some states have been hit harder 

“than others -hough pzople at no place have escaped from the impact of rising 
prices. Cost of food stuffs of a common man has gone up by almost one-third 
in most places. Prices of meat , fish, eggs and milk have also registered increase 
but it has been less than those of articles used by poorer classes. Their prices 
have risen in sympathy but this increase has been only between 10 to 20 per 
cent. The over-all impact of deprivations in family budgets of lower income 
groups has been more than of better-to-do classes and for a large number of 
people even a ‘dal rati’ meal seems to become’ a luxury. 





1, Ibid. 
2. The Hindustan Times, November 17, 1964. . , 
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TABLE | 
Index Number of Wholesale Prices 
By Groups and Sub Groups (Base—1952-53 =100) 





Food articles 








ate ~ a: E Liquor Nad 
Total | Cereals | Pulses t o = Light & 
Lubricant 
Weight | 1000 504 | 192 | 43 21 | 30 
1951-52 118:0 111:0 102 101 121:9 96:5 
. 1955-56 92:5.|  86:6 76 62 | 81-0 95-2 
1956-57 105:3 102:3 96 “el 84:3 104°2 
1957-58 108:4 106-4 | 101 82 94:0 113-5 
1958-59 112-9 i 115:2 107 104 95-4 115-4 l 
1959-60 117:1 119:0 104 94 99°5 116:5 
1960-61 124°9 |. 120-0 104 93 109:9 7120-0 + 
1961-62 125° l 120:1 102 92 100:3 1221 
1962-63 | 127:9 i 126:1 106 105 | 1009 (1244 
1963-64 | 135°3 136°8 116 l 115 119:6 |" 139:4: 
1964-65 


152: 7 159:9 139 165 131-2 144:5 





_ The steadily rising prices have hit industrial workers in the absence of 
proportionate rise in wages or dearness allowance. Consumer price index 
numbers for working classes in table 2 unfold the sufferings of industrial — 
labour and his pitiable lot all over the country. A full realisation of tke 
deteriorating situation is pointedly brought home when a comparative study 
of index numbers of 1964-65 and 1963-64. is made. In one year there was a 
rise of 20 points. Industry has pleaded its inability to pay workers more 
because of its shrinking margin of profits on account of heavy taxation and 
rising prices of raw materials, “Economic hardships of labour have increased, 
their levels of living have been dangerously depressed and their hopes and as- 
pirations to share in nation's prosperity have been falsified, Industrial unrest 
is to get aggravated under these conditions. 
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TABLE 2 : 
Index Numbers of Wholesale Prices of Important: Commodities 
(Base : 1952-53=100) 








Average of Months/ a 
Average of Weeks - Rice | Wheat Jowar | Bajra |. Gram 
ending Saturday 

1951-52: (Derived) 104 94 97 “|. 99: 86 
1955-56 78 72 67 84 49 
1956-57 97 88 123 122 71 
1957-58 105 88 114 126 68 
1958-59 105 105 _105 126 | 96 
1959-60 105 96 119 126 75 
1960-61 108 90 122 | 130 87 
1961-62 105 * 91 112 132 ` 83 
1962-63 111 90 130 124 89. 
1963-64 125 99 116 132 100 
1964-65 134 130 187. 175 158 
1964 November 132 135 206 169 180 
December - 129 145 204 180, 193 
1965 January 127. | 151 217 197 187 
February 128 148 | 19% 186 174 
March 128 ¿| Ml. 190 180 156 

April’ 128 140 198 182 142, 

"May 128 130 - | 197 | 183 162 
June - 128 131 197 | 178 | 139 

July 133 139 205 182 .| 156 
August 142 144 198 201 | 166 
September 143 142 194 202 162 
October 141 138 191 196 | 159 
November . 144 139 208 200 158 


Source: Reserve BanE of India Bulletin, December, 1965. 
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TABLE 3 


All India Consumer Price Index Numbers —Working Class 
(Base : 1949=100) 








Year f | Index Numbers 
1951-52 105 
1952-53 `- 103 

1953-54 | 106 
1954-55 101 
1955-56 an . 96 
1956-57 105 
1957-58 : 111 
1958-59 116 
1959-60 . 121 
1960-61 | 124 
1961-62 bee DY 
1962-63 . 131 

"1963-64 ABE 
1964-65 A 157 
1964 October 163 

November 163 
December .- 164 
1965 January a 165 
February | 162 
March í 159 
April l 160 
May l 161 
June f 163 





(Contd.) 
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Taste 3 (Contd.) 
All India Consumer Price Index Numbers— Working Class 


(Base : 1949=100) 
A NN NNUU aA a ian 








Year Index Numbers a 
1965 July | l 168 

August 170 

September 172 


October - 172 





Source: Labour Bureau 


Consumer Price Index Numbers for the working classes do not reveal the 
full impact o” price rise on levels of living because of their defective compilation. 
Method of ccllection of prices and compilation of price index have been criticised 
by workers” representatives. Various trade union organisations have protested 
against the consumer price index. The. Hind Mazdoor Sabha Working 
Committee called on all its affiliates to step up their agitation in all industrial 
centres for an ‘impartial probe into the manipulation of all the consumer 
price indices in al] cities. Itis felt that price figures are tilted against the 
workers and unwittingly give a lower figure. ; 


A survey undertaken in 1963 by the correspondents of the Statesman revea~ 
led that there is a wide disparity in what the government quotes and what the 
consumers have to pay across the counters of the retailers. The difference is 
well over 10 per cent in almost everything and two or three times that figure 
in some. . The Lakdawala Committee on the readjustment of consumers’ — 
price index appointed by the Government of Bombay in August, 1963 recom- 
mended adjustment in the price indices of four items, viz. ‘ghee’, tea, house 
rent, and clothing. Consequently the general index went up by 29 points and 
40,000 work=rs of Bombay gained Rs. 7/- in dearness allowance. The Life 
Insurance Corporation of India granted its employees an ad hoc raise’ in 
dearness allowance amounting to six per cent of basic pay for the clerical and 
supervisory szaff and eight per cent for the subordinate staff with retrospective 
effect from August 1 to compensate them for the incorrect compilation of the i Je 

* all-India wcrking class consumer price index.? 


It may also be pertinent to note in this connection that discussions on 


price index generally remain confined to the traditional necessities and do not 


_ 1. The Statesman, January 7, 1964. 
* 2. The Hindustan Times, December 28, 1964, 
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take into account the price changes inthe modern family requirements of 
household aids, cosmetics, domestic services and the like which occupy a fairly 
significant place in the.family budgets. Even in food stuffs, prices of meat, 
vegetables and milk are not given reasonable weightage. There are many 
items which add to the living costs and yet do not appear in price indices. ` 
Rent, transport, domestic services, conventional necessities, minor comforts 
“and luxuries cost much more than before. ; 


Government’s handling of the situation leaves much to be desired. The 
Union Food Minister, Mr. C. Subramaniam, while addressing the two days 
seminar organised by the Bharat Sevak Samaj, admitted that the wholesale 
prices rose from 127-4 on March 30, 1963 to 147°7 on June 27, 1964 (base 
1952-53). -The general index rose by 20°3 points in 15 months ad agani 27:4 
points in ten years ending March 30, 1963. In the fifteen months the index 
of food prices rose from 123°5 to 1552 or by 253 per cent. But still the Minister 
could express only regrets ‘that despite regulation of bank credit, tightening of 
control over trade and augmentation of wheat supplies through imports, the 
‘problem ‘should still be with us in: its severest manifestations’. Government , 
spokesmen have admitted again in 1965 and 1966 that the coming months might 
be still more difficult. 


Government was so scared of price rise that'it did not want -any discussion 
on price rise at the ‘Indian Labour Conference held at Banglore in August 
1964. The HMS decided to boycott the conference unless a discussion on 
price issue was permitted. The AITUC similarly decided not to participate 
in the conference if discussion on this vital issue was disallowed. The 
Government later on yielded and the Conference departing from its agenda 
devoted'more than a day to the consideration of the rise in food prices and the 
recommendations of the Bonus Commission. 


The Union Labour Minister, presiding over the conference, announced 
that the Government was concentrating its cfforts to solve the problem of rising 
prices. He, however, remarked that ‘the problem has its ramifications and 
‘it can not be solved by one stroke or -any single measure.’ Government 
spokesmen accepted that the rising prices were putting evety day life of the 
workers to a severe strain but they did not favour cent per cent neutralisation. 
The Union Labour Minister, speaking on the suggestion of automatic adjust- 
ment of dearness allowance with the cost of living index and a hundred per cent * 
neutralisation of rise in cost of living, stated that unless production was 
increased mere pouring in of more money would not help. It might very 
‘well accelerate the spiral of rising prices which had to be prevented. There 
was of course every point in suggesting that dearness allowance . should be 
adjusted in suitable manner to the cost of living index. l 


-GENERAL DISCONTENTMENT 


The widespread dissatisfaction has found expression in the: form of 
protests, demonstrations, sympathetic individual and . mass fasting, demands 
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for increased wages, rise in dearness allowance and strikes. Exhaustion of 
public patience has led to food riots and looting of grain shops by hungry 
people in some places. Legislative bodies have debated these issues very 
often and opposition parties have brought ‘no-confidence motions’ in the state 
legislatures and Parliament against the Government in power for their failure 
on the food front and their inability to tackle the critical situation. Public 
agitation has been led and workers’ concern over the deepening crisis has been 
vehemently voiced by the- opposition political parties irrespective of their 
. differences. ‘Trade unions on their own or under the inspiration of the political 
parties which guide them have. staged demonstrations and strikes against the 
prevalent price situation and demanded suitable relief by way of increase in 
their emoluments to meet the ever rising prices of essential commodities. 
Every section of the workers in all the industries, whether public or private, 
- has clamoured for an upward revision of its wages and dearness allowance. 


The Communist Party of India blica millions of signatures calas 
the deteriorating situation. A “Right to Live Day” was organised and demons- 
trations were held before the Parliament.! As the situation continued to worsen, 
the intensity of popular dissatisfaction mounted resulting in large number of 
demonstrations by various other sections and protests by workers became the 
order of the day. The AITUC organised mass three day hunger strikes by its 
members at different industrial centres in-February and March, 1964, Leaders 
of the Socialist Party, Praja Socialist Party, Hind Mazdoor Sabha and Hind 
Mazdoor Panchayat, announced their decision to start five ay mass Beialion 
against rising prices in March, 1964. 


Bank employees protested and adopted the.‘work to rule’ method to 
press their demands. They demanded a 20 per cent rise in dearness allowance, 
increased rates of gratuities: and provident fund and non-extension of Desai 
award, The All-India Reserve Bank Employees’ Association, Reserve Bank 
Workers’ Federation and unions of State Bank employees demanded higher 
emoluments. Trouble was brewing in private banks also but the dispute was 
settled because of the intervention of the Chief Labour Commissioner. An 
agreement was signed between the bankers and their employees providing for 
an. ad hoc increase of 6 per cent of basic wages for the clerical staff and 8 per 
` .cent for the subordinate staff. This was in fact a temporary settlement and the 
increase it was contended was mainly to correct ‘certain faults’ in the index 
numbers. It was claimed in addition to the benefits admissible to a bank 
employee under the Desai award. The representatives of the two all-India 
bank employees unions explained that the signing of the agreement did not 
mean that they were giving up their original demands.? 


Demands for rise in-the pay packet have' been voiced by colliery labour 


also. While making its submission before the Wage Board for coal mining 


1. ‘The Statesman, December 18, 1963. 
2.- The Statesman, August 20, 1964, 
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industry at Belampalli (Andhra Pradesh), the Indian National Mine Workers 
Federation pressed its demands for a second interim wage increase for the 
coal mine workers in view of the soaring prices of all essential commodities. In 
granting another interim wage increase, argued Syt. Das Gupta on behalf 
of the Federation, the Coal Wage Board would not be doing anything 
new because the Tea Wage Board and the Iron and Steel Wage Board have 
already granted second interim wage increase for the tea garden workers and 
steel plant workers. 


The Annual Convention of the -National Federation of Indian Railway- 
men demanded the appointment of a wage board for railway workers to revise 
their pay schemes and emoluments. Mr. Vasavda, delivering his presidential . 
address, remarked that the standard of living of the minimum wage earner in 
rilways has fallen by 31 per cent in the last five years. He felt that even 
with ad hoc increases in dearness allowance the percentage of neutralisation 

“has been declining.t ‘Grave concern’ was expressed at the Convention at the 
steep and unprecedented rise in prices and it was felt that unless prices were 
brought down and stabilised at reasonable level, the entire economy would: be 
‘grieviously upset’. 


The various opposition parties and trade unions ‘associated with them 
threatened in July to. organise a general strike in Maharashtra if the food 
situation . was not brought under control. The threat materialised. The 
‘Maharashtra Bundh’, the one day general strike on 12th August, 1964 to 
protest against the food shortage and the spiralling prices was unquestionably 
a total success.2 According to P. T. I. an estimated 3 million people struck 
work, Mr. S. M. Joshi, lezder of the S.S.P. ‘gave notice to the rulers of the 
country that they could ignore today’s demonstrations only at their peril.’ 
The strike was organised peacefully. 


The AITUC and the Communist Party threatened, to ‘organise ‘Bharat 
Bundh’, a country wide general strike in cooperation with other opposition parties 
and central trade union organisations on the issue of food and prices. Mr. 
Tirdib Kumar Chaudhry, M. P. and the General Secretary of the Revolutionary 
Socialist Party felt that there did not seem to be any other way of forcing the 
Government to change its food, economic and planning policies. ‘We can 
not keep the ‘common man ori Starvation ration and talk of socialism.’ The 
Revolutionary Socialist Party and the United Trade Union Congress decided 
to ‘whole heartedly support’ the country wide general strike call. The staging 
of the general strike on September 7 was deferred because of non-agreement 
with other opposition parties and trade unions. The AITUC and ‘the 
Communist Party, however, proposed to stage a three day nation wide 
‘satyagraha’ including picketing of grain mandies and markets, banks, stock 
exchanges and Government offices from August 24. The U. P. unit of the , 


1. The Statesman, July 21, 1964. E 
2. The Statesman, August 14, 1964. 
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Communist Party of India had decided to organise a ‘satyagraha’ in front of 
the assembly building at Lucknow on August 10 and similar action was to be 
taken by the Madhya Pradesh unit from August 25. Other state units were 
also thinking on identical lines. 


The Samyukta Socialist Party decided to offer mass ‘satyagraha’ and 
‘break open” Government godowns throughout Uttar Pradesh from September 
12 to 25 to draw the Government attention to the critical food situation in the. 
state. During the fourteen day ‘Satyagraha’, party workers surrounded 
Government offices at the district and tehsil headquarters. They did not 
want the offices to function and desired to paralyse their working. They demanded 
‘food and if that could not be given, they wanted to be sent to jail. The party 
also decided to picket the shops of foodgrains dealers in case they refused to 
sell grains at reasonable price. The Delhi State Samyukta Socialist Party 
asked the people to support the “Delhi Bundh’ call on 25th September, 
1964 and to observe ‘hartal’ on that day. It decided to ask 25,000 workers 
belonging to socialist unions to take out a procession to the residence of the 


Union Labour Minister. 


A meeting of the Right Communist and Samyukta Socialist Party sponsored 
Sangram Samiti was called in August 1965 to consider joint action by trade 
unions affiliated to the AITUC, HMS, UTUC, All-India Bank Employees’ 
Association, Maha Gujerat Janata Parishad and the Life Insurance Corporation 
Employees’ Union. ‘The Samiti was constituted in September last following 
the S.S.P. call for a general strike as a part of its ‘Bharat Bundh’ programme 
which had not materialised. When Pakistan invaded India all agitations were 
suspended and quiet prevailed everywhere in the last quarter of 1965. After” 
the cessation of hostilities, the sense of urgency was over and the beginning of 
the year 1966 was again marked with countrywide agitation on matters pertain- 
ing to food and rising prices. ‘Kerala Bundh’, a state-wide general strike, 
was organised in Kerala on 28th January, 1966 to protest against the reduction 
of rice ration to 120 grams. Central and State Government employees, non- 
gazetted officers, teachers and workers in quasi-government  departments,. 
banks and private industry staged mass demonstrations against the Union 
Government's food policy and demanded ration of 12 ounces per head. The 
agitation took a violent turn with students in the vanguard. Railway property 
was destroyed and buses were burnt. Police force had to be used to disperse 
demonstrators. Allegations of violence and wilful destruction by demons- 
trators were disputed in Lok Sabha and even the Congress M. Ps did not 
wholeheartedly support the Government handling of the situation. 


Government spokesmen question the usefulness of strikes and demons- 
trations and argue that strikes and protests do not help in increasing production 
or reducing the prices of essential commodities. On the contrary they help 
the antisocial elements and worsen the law and order situation. It is being 
alleged that the opposition parties are making capital out of the food situation. 
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Advice has been given by the party in power that food should be kept out of 
politics. 


Congress party and the Government in power can not question the right 
of the left parties to demonstrate against the Government's manifest failure to 
solve the food crisis on an enduring basis. People are tired of hearing that the 
food situation will be tackled on war footing. Their rising discontentment 
and frustration may assume serious forms in future. They want a clearer proof 
and tangible results to be convinced that the energies and resources of men 
in power are exiended to the utmost not only in importing food but also in 
increasing production at home and ensuring their swift arrivals and delivery 
in the hands of the consumers at the prices they can afford to pay. Howsoever 
unhelpful general strikes may be, there will be more of them if discontentment 
over these issues are not dealt with more vigour and urgency. 


DEARNESS ALLOWANCE AND UNREST OF THE CENTRAL GOVERNMENT EMPLOYEES 


The dearness allowance policy of the Central Government has exercised 
considerable influence on the agitation of the employees of the State Govern- 
ments and workmen in industry for higher emoluments. The Central Govern- 
ment employees are more than 2'5 million and the number of employees of 
State Government is almost their double. It is estimated that these two cate- 
gories of employees along with the employees of the te administered 
areas will approximate to 10 millions. 


Government of India has granted increase in dearness allowance to her 
employees six times in less than six years since the Second Pay Commission 
submitted its report in 1960. Each revision has cost her 20 to 25 crores of 
rupees. The first revision was made after the implementation of the Commis- 
sion’s Report. Employees drawing upto Rs. 300/- were covered by it and 
their dearness allowance was merged with basic pay. The second and third 
increases were given on July 1, 1963 and February 1, 1964. At the time of 
the third revision dearness allowance was made admissible to those drawing 
upto Rs. 600/-. 


This small increase in February, 1964 left even the INTUC unhappy and 
its working committee felt that the increase in the dearness allowance of 
Government servants was disproportionately small ccnsidering the steép rise 
in the cost of living.! As prices continued their upward trend demands for full 
neutralisation for rise in prices were pressed. The Central Government employees 
threatened to stage demonstration for the fulfilment of their demands which 
included immediate steps to bring down prices, correction of the consumer. 
price index, full neutralisation of the increase in the cost of living for employees 
drawing upto Rs. 600/- per month, reference of the neutralisation issue for 
arbitration and an ad hoc grant of Rs. 10/- to all employees drawing upto 


1. The Statesman, February 18, 1964. 
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Rs. 600/~per month. The Government of India’s decision'to appoint an indepen- 
dent body consisting of a single person to examine the quantum of dearness 
allowance that should be paid to her employees as compensation for the.rise in 
price left the employees highly dissatisfied as the Government machinery 
moves very slowly and” quite often after a long waiting period recommendations 
are watered-down against the interest of the beneficiaries. 


In view of the appointment of one “man ‘enquiry committee, Mr. G. L. 
Nanda, the Union Home Minister, felt that there was no justification for the 
Central Government servants to resort to an agitational approach. He advised 
them against holding rallies and demonstrations. The Union Government 
after an emergent meeting of the Cabinet warned her employees that resort 
to strike “is an act of gross indiscipline on the part of a Government servant” 


and “joining:hands with any particular political party or group in the organi-. 
sation of demonstrations is a breach of the Government Servants Conduct 


“Rules.” Prime Minister told the representatives of the Central Government 
employees that the recommendations of the independent body on quantum of 
dearness allowance would be available within three months and its findings 
would be generally binding on the Government unless something very 
extraordinary happened. 


Government did not favour a country wide strike. Prime Minister Lal 
Bahadur Shastry observed in a public meeting on 20th September, 1964 “The 
country can not afford to have any thing in terms of strikes when there is food 
shortage.” „According to him, “It was not wise to join hands with the opposi- 
tion parties when. ships with foodgrains were being unloaded at ports to meet 
‘the country’s demand.” In view of the assurances of the Prime Minister the 
demonstrations planned by the Government employees were abandoned. 


Mr. S. K. Das, a former judge of the Supreme Court, went into the 
question of the dearness allowance of the Gentral Government employees. The 
report was submitted to the Government on lst January and some of the 
important recommendations as well as the Government’s decision on’ them were 
released officially on 4th January, 1965. Its main recommendations were 
that neutralisation should start at 90 per cent for the lowest level and decrease 
progressively in the higher pay ranges. 90 per cent neutralisation was recom- 
mended for the salary bracket'Rs. 70 to Rs. 109 and it progressively declined 
to 40.per.cent for those in the salary range of Rs. 400 to Rs. 599. Justice Das 
was also in favour of granting relief, though on a smaller scale to employees at 
higher levels of salary upto Rs. :1200/-. He recommended payment of dearness 
allowance of Rs. 80/- a month on-salaries ranging between Rs. 600 to Rs. 799, 
Rs. 85/- on salaries between Rs. 800 and Rs. 900/- and Rs. 90/- a month on 
salaries ranging from. Rs. -1000/- to Rs. 1200/-. Revision of the upper salary 
limit of dearness allowance to Rs. 1200/- was. expected to cost the exchequer 


1, The Hindustan Times, August 8, 1964. 
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Rs. 1 crore per year. This recommendation was justified on the grounds that’ 
children of the middle income groups. do not start.earning wages as early as the 
children of the. labour class. 


Some of the associations of higher income groups pleaded for relief as 
employees in the lower pay ranges can supplement their income by earning 
overtime allowance but no such opportunities existed for them. Under existing 
conditions people with these incomes. can by no means be counted among 
the affluent classes and they have as strong a case for cushion against rising 
prices as others. They also demanded education assistance and other benefits 
admissible to lower salary groups. 


Government accepted all the main recommendations of the Das Commission 
at the time of the fourth revision except the suggestion to extend, the present 
upper pay limit of Rs. 600 a month for the purpose.of dearness allowance to 
Rs. 1200/-. According to the special correspondent of The Hindustan Times 
opinions among senior ministers on raising the salary limit was divided. Those 
who opposed it were of the opinion. that it would aggravate inflation and create 
an embarassing situation for the State Governments.! It was only at the time 
of the fifth revision on March 1, 1965 that dearness allowance was made 
admissible to salary groups upto Rs. 1 ,000/-. 


Details about the fourth dearness allowance increase and neutralisation 
are given below in table 4. Benefits were confined to. employees drawing 
pay upto Rs. 599/- but marginal adjustments were made in salary ranges 
between Rs. 600/- to Rs. 699/-. 


TABLE 4 


Fourth Dearness Allowance (in rupees) 





Percentage of 


Salary Group New dearness allowance Increase. extent of 








_ (Monthly income) neutralisation 
70-109 28 7:50 90 
110--149 l 42 | 16°50 85 
150-209 54 - 12-00 80 
210-299 66 16-00 70 
300-399 * 66 16-45 70. 
400-599 75 50:69- + 40- 


1, The Hindustan Times, January 6, 1965. - 
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The revised dearness allowance was given with retrospective effect from 
October 1, 1964. It was expected to impose on the exchequer an additional 
burden of Rs. 30:78 crores per annum. This estimate excluded cost of increased 

` emoluments to defence personnel and employees of autonomous public, under- 
takings and municipalities. 


Secretary General of the Confederation of the Central Government 
Employees commenting on the Government’s decision on the Das Commission 
report said: “It is disappointing as far as the lower - classes are concerned: 
Neutralisation upto 145: points is rather: meagre as the present cost of living 
is 163.”1 The Secretary General of the National Federation of the P 8 T 
Employees wanted the Government to scrap the present formula for payment 
of dearness allowance and introduce “a more equitable and reasonable formula.’ 
He urged 100 per cent neutralisation in the lowest pay ranges. The All- 
India. Army Ordnance Corps Clerks’ Association expressed its dissatisfaction 
over the quantum of dearness allowance sanctioned for employees in the pay 
group of Rs. 150 to 210 which was wholly inadequate and bore no relation to 
the cost of living.? Their benefits were small as compared to the sizable larger 
amounts for those immediately below or above them. The General Secretary 
of the Central Government Clerks’ Union stated that apart from the question 
of the revision of dearness allowance formula the question of 50 per cent neutr- 
alisation upto 135 points and full neutralisation upto 145 points remained 
unsettled.2 A new pay commission was demanded as the old pay commission 
recommendations had outlived their life in July 1964. The serious objection 
of the Central Government Employees spokesmen has been that the principles 
worked out have been applied to the wrong sets of facts. The neutralisation 
formula has been worked out on the basis of a 10-point rise in the cost of living 
over a period of one year. The allowances have been calculated in terms of 
a rise in the cost of living index upto 145 points whereas it had already gone up 
to 163 points in October, 1964. 


Mr. Das had also expressed doubts about the adequacy of the formula 
itself. In the context of the rise in prices since 1958 the dearness allowance ° 
formula of the Pay Commission has worked unfairly on the employees in two 
ways. It has not ensured a consideration of just compensation for a substantial 
fall in their real income and it has delayed the consideration over an inordinately 
long period. The formula needs further examination with regard to. either or 
both of the factors involved, viz., the time factor and the number of points factor. 
Some modification of the formula is necessary as long as prices do not stabilise 
and a via media has to be found with a flexibility which will admit of special 
treatment in an abnormal situation. The largest number of Central Govern- 
ment employees associations signified their approval to a six-monthly review 


1. The Hindustan Times, January 5-7, 1965, 
2. Ibid. 
3. Ibid. : > 
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of the dearness allowance on the basis of a rise or fall on an average of 5 points 

.or more in the preceding three months. They agreed that any rise or fall in 
prices which has not reached five points should be ignored to ensure that 
seasonal fluctuations or fluctuations due to fortuitous circumstances were not 
considered. Mr. Das suggested that the handicaps of the employees as a result 
of the Pay Commission's formula could be avoided by adopting any one of the 
following three suggestions :— 


1. Reduce the time factor to six months while retaining 10 points. 


2. Reduce the number of points to 5 while retaining the time factor of 12 
months, 


3. Reduce both the factores—time to 6 months and points to 5. 


A revision of the pay structure was not within his terms of reference and 
his enquiry has to be within the general framework of the scheme of the Pay 
Commission. It was for the Government to decide whether there has been 
a radical change in the situation from that envisaged by the Pay Commission so 
as to require the establishment of another high-power commission to go into 
the question of pay structure. 


+ Mr, Das very rightly observed that the need of the hour was the stabili- 
sation of the prices. Without ‘such stabilisation dearness allowance itself 
becomes a vicious circle and any relief given is rendered unreal within a short 
time. , A very great responsibility assuch rests on those who are in charge of . 
policy making to bend all their efforts for achieving price stabilisation. Such 
efforts should be made by all—producer, distributor and consumer—in the 
interest of the good of the country. 


Government. was. unable to bring down the cost of living index and in 
pursuance of its past commitment to neutralise to some extent an average 
ten points rise in the past 12 months, the sixth increase, which will have 
retrospective effect from December 1, 1965, was announced in February, 1966. 
It will benefit more than 2'5 million Central Government employees and cost 
to the exchequer approximately rupees 25 crores annually. Four-fifth of the 
additional cost will be on account of the three lowest slabs. Those who get 
more than Rs. 1000/- are left out - though they. deserve some relief 
immediately, The following table gives a comparative account of the 
dearness admissible upto the end of November, 1965 and the increased dearness 
allowance from December 1, 1965:— 
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TABLE 5 
Dearness Allowance. (In Rupees) 








Income Group | Dearness upto Dearness from Increase. 
30:11.1965- 1.12.1965. 

70-109 33 38 5 
110-149 50 ` 58 l 8 
"150-209 65 76 11 ' 
210-399 81 93. 12 
400-1000 90 100 10° 

(With marginal adjustment (With marginal adjustment 


upto Rs. 1090/-) ` upto Rs. 1,100/:) 





Government employees have been disappointed as the benefits are much 
below their expectations. The argument that increase in dearness:wilk lead to . 
‘rise in prices is described by them as. ‘sheer absurdity’. If the Government. is 
able to control the prices all sections of the working population. will. be happy 
and there will be no occasion to demand increased dearness. allowance but as 
long as the Government fails in this duty the struggle for neutralisation. in. real 
wages will goon. The present wages had been fixed according to the trade union 
spokesmen ‘just above the starvation wage’ and hence the need for the. cent. per 
cent neutralisation is all the more fair, just and rational. The Secretary 
General of the Federation of the Central Secretariat and Allied Offices Employees 
pointed out that the Government had accepted: the recommendations. of the 
Das Commission as an:award. Against the present grant of 70% neutralisation 
at the lowest slab, the Das Commission has recommended: neutralisation. of 
90%.upto- 155 points and reyision of formula if prices went beyond 155 points. 
The extent of neutralisation at other levels was also not in terms of equitable 
_ compensation. The All-India index stood at 173 points, and the relief announced 

at 165 points had already hecome inadequate. 


State Governments raised objections to the increase of dearness allowance 
of Central Government employees as the revised scales. of allowance will accen- 
tuate all the more the disparities in the emoluments of the Central Govern- 
ment and other public servants. During the British days when the central 
staff was concentrated mostly in two or three places salary disparities did not 
` create much headache for the provinces. Under the present day circumstances; 
when the Central staff is widely dispersed all over the country and the Union 
Government is maintaining large establishments in many State capitals, the 
disparities in the emoluments of the Central and State employees become 
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glaringly apparent and it -becomes difficult to resist the demand of the ‘State 
‘Government employees for higher pay and allowances. 


State Governments ar reluctant to grant increased dearness allowance 
to their employees and they fear that revision of dearness allowance by the 
Central Government in February, 1966 will set in motion a chain reaction and 
their employees too will start agitating for a similar rise. Their resources do 
not permit them to shoulder the burden of additional emoluments and if fcrced 
to do so severe pruning of the.state plans may become necessary. The Chief 
-Minister of Madras.stated at a high level conference :that in Madras’ nearly 
half the resources raised during the Third Plan had been spent on raising the 
salaries-and dearness allowance of Government and other employees. It was 
also argued that in recent weeks there had been.some fall in the general level 
of prices znd any increase in the dearness allowance was likely to arrest this 
trend and lead to price rise.again. Monetary increases did not mean real relief 
because it was offset by simultaneous increases in prices. In addition the price 
increases added to the burden of those citizens who could not get the 
increase neutralised. The national economy was being subjected. to 
exceptional stresses and strains due to development programmes and defence 
preparations and it was fair that some hardships should be borne by all alike 
including. Government employees. 


Objections of the State Governments were considered at a joint merting 
of the Chief Ministers and the representatives of. the Union Cabinet. The 
Union Government could not accept the plea of the State Governments in view 
of the past commitments and the difficulties in retracing from them without 
adequate.notice to her-employees. The risein cost of living has been neutralised 
by. striking an arbitrary balance between the needs of employees and limitations 
of.the State. The cost of living in December, 1965 stood at 165 and the latest 
rise in dearness allowance would mean 75 per cent, and not 70 per cent 
neutralisation as claimed by employees, for pay slabs upto Rs. 600 ani 60 
per cent for those drawing above Rs. 600 and upto Rs. 1000/-. The question 
of relief ‘for -those drawing between Rs.1000/- to Rs. 2250/- was also «under 
consideration, 


It wes, however, agreed at the “Conference that the states should fellow 
their own procedure of examining the rates of dearness allowance consistent with 
the increasc in pay granted in the last two or three years, their overall resources 
position and the inescapable.demands of the Plan development. Immediate 
steps are also to be taken to examine how best the link with the past practice 
of giving automatic increases on ten points could rise in the cost of living index 
could 'be given up and substituted by methods which would result in more 
real benefits for Government employees without putting additional burdea on 
other sections of the community. Every extra rupee allowed to Government 
employees meant an additional annual expenditure of nearly three crores, 


G 
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not taking into account the employees of State Governments, public sector, 
municipalities and other semi-Government institutions. Increased production 
and opening of cooperative stores in place of revised dearness allowance have 
been suggestec for the purpose of arresting the rising prices and giving real 
relief. It is natural that the results following from revision of dearness are 
not likely to satisfy anybody. Without entering in controversy whether 
a rise in the general level of prices is the cause or consequence of a rise in the 
dearness allowance of the Government employees, it may safely be stated that 
additions to the purchasing power of the one Crore Central and State Govern- 
ment servants 1ave inflationary effect on the country’s economy. The progress 
of the plan affrding relief by means other than increasing dearness allowance 
will obviously Ee of immense benefit to the harassed employees, both public and 
private, and ths citizens in their capacity as tax-payers as well as consumers. 


SEARCH FOR SOLUTION 


Solution >f the problem was suggested in the 1964 Indian Labour Con- 
ference in an egreement that part of the wages of the industrial workers should 
be paid in kinc and if necessary legislation should be passed to ensure it. The 
conference ado>ted the following resolution on this subject. 


“Considezing the hardship caused by the high prices of essential com- 
modities and rzcognising the imperative need for ensuring the supply of these 
commodities tc the industrial workers at reasonable prices, the Indian Labour 
Conference agrzes in principle that a part of their wages may be made payable 
in kind, if necessary by legislation. The payment in kind should consist of the 
supply of rice, wheat or wheat substitutes and sugar at controlled prices ‘for 
distribution to “he industrial workers through fair price shops. The employers 
should distribute the other three commodities, namely textiles; pulses and 
cooking medium at prices equivalent to the wholesale prices, the cost of distri- 

‘bution being Lorne by the employers. The Standing Committee on Industrial 
Truce Resolution should work out the details of the scheme.” 


` Payment of wages in kind has generally not been in vogue in the country 
except in a qualified form in railways, posts and telegraphs, plantations and 
agriculture. The Union Labour Ministry prepared a draft scheme for the 
consideration o7 the Standing Committee which it claimed met the reasonable 
wishes of the workers, employers, the employing ministries and the State 
Governments. hirtyone lakh workers were to be covered under the scheme and 
the total amouat was expected to exceed 200 crores if 50% of the wages were 
to be paid in kind. The upper income limits for eligibility and minimum 
number of workers to opt out for the scheme before it could be made obligatory 
was to be decided by the Committee. In view of the large number of co- 
operatives and fair price shops already in existence, serious difficulties in 
introducing the scheme were not envisaged. 


The Standing Committee on Industrial Truce Resolution, while considering 
the scheme in Bangalore meeting on the 13th November, 1964, made a signi- 
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- ficant departure from the vital recommendatións of the Indian Labour Conference 
and dropped the scheme for.the payment of the part of the wages in kind’ because 
of administrative and other complexities. :Workers were: not: prepared «to 
accept the element of compulsion in the scheme particularly when there was 
no assurance of.regular supplies of essential. commodities at’ fixed- pues: 


The Committee instead. of the scheme. favoured. 2 a network. of co-ope-ative i 
stores and fair price shops incorporating the. various «benefits which: would have 
accrued to the employees under it. The Committee recommended . thet the 
` Union Labour Ministry should introduce a bill for setting up co-opezative 
- stores and fair price shops in all industrial establishments employing 300 - or 
more workers if at least 200 workers in an establishment .want. them. , The 
stores and shops will sell the same. six essential commodities as. were con:emp- 
lated to be marketed under the. original resolution at the.rates suggested in it. 
These establishments are to be managed by the joint committees consisting of 
the representatives of employers and employees, and range of commodities to 
be sold by them could be increased by agreement. Employees will be alowed 
to buy goods on credit upto the extent of 40 per cent of their monthly earnings 
or Rs. 150/- whichever is less and the credit will be adjusted against the pay of 
the worker. The Union Labour Minister gave assurances of regular supply 
- of commodities at controlled rates. 


The idea of co-operative. stores was nothing new. - The Industrial Truce 
Resolution, had emphasized as early. as in 1962 the need of | price ‘stability’ and 
had suggested the organisation’ of cooperatives ' for this ‘purpose. It was 
expected that these stores will. start functioning in most of the establish ments 

- by the end of 1963. The results were ‘disappointing and the ‘target date was, 
therefore, extended to February, 1964. ‘The then Union Labour Minister, Mr. 
o L.- Nanda in sheer disghust threatened that if "these stores were not opened 

“statutory provisions. would be promulgated to ensure the establishment of such 
stores. If necessary, ordinance would-be issued. ` If Parliament “be in session 
a bill will be passed to compel the employers to set up such stores,’ 


The Union Labour Minister again spoke about compulsion in ‘the 1964 
session of the Indian Labour Conference. He-stated that ‘legislation might 
be needed to force unwilling employers to open fair price shops in their 
establishment.” They had. fulfilled only 50. per cent of the ‘target -by 
November, 1964. In the -Standing Committee meeting held in 1964 employers 

~ were opposed to the proposal of the Government. passing a. bill for-the opening 
of cooperative stores and fair price shops but the Committee decided in favour 
of a bill on the subject. The Union Labour Ministry is not clear about the use 
.of compulsion -and no -legislation on the subject has’ been passed so’ far. 


Consumers’ movement on non-party lines against the.rising- pricos was 
. started in 1964 in Delhi by Government.servants. It played a positive xole‘for 


1. The Statesman, August 1, 1964, 
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some time in- stabilising prices; preventing: profiteering and: hoarding’ by traders 
and waste by consumers. -- The initial enthusiasm-‘could not: be sustained-and 
this constructive expression `of consumers’ ‘resistance’ failed: to touch other'sections 
of population in the capital itself. - In the absence of adequate resources ini- 
tiative and proper organisation consumers’: cooperation “has: not: developed in 
the country and the movement of Government employees at Delhi which was 
an experinient “in-.informial-co-operation “shared the same fate as that of 
co-operative storés. Lately there is a‘ tendency to look upon‘them ás the retail 
agencies ‘of distiibutior: ‘of! Govetnment controlled commodities whose supplies 
they gét'fromi the Wholesale Consumers’ stores 6f which they are members. They 
are subject 'to Both intérnal controlat ‘the hands of the Managing Committees 
and Boards of Directors and: external ‘regulation by the to-operativé department 
of the State: Governments: “The redtapism ‘ard delay displayed by the 
cooperative officials:result in waning’ away ‘of the initial enthusiasm in no time. 

The wisdom of infusing the’ spirit of co-operation: through:a law on: the 
subject is open to grava doubts. Statutory compulsion on unwilling employers 
will not' help in the solution of the problem; more so under the presént 
conditioni in which State has not been able to ensure adequate supplies of essential 
commodities at her ration shops. Inadequate, irregular supplies, long waiting 
in queues; ‘compulsory purchase of sub-standard quality goods and rude and 
impersonal approach of the ration shopkeepers are within everybody’s experience. 
Co-operatives and fair price shops are aptto -be-regarded’as temporary-arrange- 
ments: to tide over the present difficult times and they may not get adequate 
attention from the reluctant employers; When ‘the experience of the ration 
shops is repeated in the new sales agencies, either because of the Government’s 
failure- or inability of the-employer to arrange for supplies, * the wrath of the 
industrial- worker is likely to shift from “the State to: his employers and create 
stringency between them not only over the issue of-the distribution of essential 
commodities -but indus-rial matters also. He niay try:his:best to arrange for 
supplies but may fail -œ do so because of-circumstances. beyond :his control. 
The prices of goods.may fall znd the employer may be unwilling ‘to bear the 
entire loss by himself. There may be complaints about the quality of the 
goods:'supplied. “The overlieads: may be heavy and the small -establishment 
may find it difficult to pay: them out'of its profits: ‘Many such quéstións may 
arise ‘in ‘planning distribution of:goods' through statutorily established shops. 
Assessment of effects of shifting: the*responsibility' of ensuring supply of éssential 
goods: 'to'Jabour from Governiiént''to employers’ is” difficult but at the same 
time the above mentioried' consequences ‘are ‘likely possibilities which can. not 
be lightly’. brushed: asida: - 

These ‘stores and shops, even when they ‘are successful, can serve only 
limited purpose in alleviating the suffering of the industrial worker -by giving 
him some protection against the middlemen. - The real -issue ‘is to ‘keep the 
prices-in “check in which direction: the: preferential: treatment’ given" to labour 
in matter of controlled distribution will not be effective. -It- requires bold 
action on other economic fronts. - 
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Opinions have differed very widely as to.the causes of the -present malise. 
Foodgrain dealers hold the. Government ..responsible for ithe. . prevailing 
extraordinary food situation. .They. have attacked the Government's ‘miscon- 
ceived policies and ill-conceived implementation’. The recent “Hullabaloo” 
according to the All-India: Foodgrain Dealers’ Association” has been initiated 
only by a desire for a dramatic demonstration on the part of the Government 
to:assuage the feelings of the public’’:... It further observed that “Vicious harrass- 
ment and prosecutions,;on flimsy and: frivilous grounds have been-the order of 
the day all over the country. Democratic rights do not appear to exist for 
foodgrain dealers at present”. The food crisis according to them is artificial 
to:a:- great extent. 


A wide-spread impression: has been: created; that the consumer is -being 
exploited by. trade. and there is: an excessive: tendency, to:profiteer.. A.statement 
giving. the break-up.of, cost structure, of some essential commodities placed on the 
table of Lok, Sabha in December, - 1964 throws:.an interesting light' on: these 
unverified assumptions. «The statement-was the result of; a direction given by 
the Speaker who felt chat.a good -deal,ofcomment on: the activities.of trade had 
slender factual basis. 


In rice:the margin, of both ,the wholesaler:and retailer. ranges between 5-7 
and 6°3 per cent of the retail pricenu Trade margin in wheat varies-between-1 and 
3-3. per. cent. In sugar it:is,estimated at 4"1 per cent.for each against .26°4 per 
cent taxes and 5'4 per cent,.of industry’s profits. ¡In cloth the: trade-margin 
has: not been. separately. worked: out but:inclusive- of. transport .it.comes”to 9 ` 
per cent of the-cost.of-production. while,excise.duties:range.between-11 and 39 
per. cent: depending ;.on-the variety:of cloth.. Tax-element in. many:of the 
commodities is very, high :and:is-responsible forthe- present iday high-prices.’ 


Government spokesmen, . ¿Congress leaders and.: some . opposition parties: 
seem to be of the view that the, present crisis is largely the result.of hoarding ar.d 
profiteering. Government controls, and anti-hoarding legislation. based.on such 
belief has, however, not improved the situation. ..It has...resulted, in- greater 
scarcity of foodgrains and accentuated the consumers” hardships. State has 
been obliged on many such occasions to revise its regulations to provide some 
relief to the harassed public. 


‚Current, increase in prices decoding: to. others is to be.primarily.explained 
in, terms of economic laws of..demand and,.supply;- There.is no. doubt that 
substantially Jarger outlays on defence and. development, .-higher..levels >f 
industrial activity, increase in income and employment as well. .as.constantgrow-h 
in population and. urbanisation have, tended.,,to- aggravate: demand; The. 
continuously increasing:money.supply in the. economy. all:through:hasadded fuel 
to. the fire. There has been.a. widening imbalance, .between demand for ard 
supply -of various .products. . Short, term, measures. like a.cut.sin, demand and 
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a better: machinery of distribution can ‘ease ‘the problem to ‘some extent. Long 
term. ‘solution of .the problem “lies in increasing the supply of agricultural 
products—both | foodgrains | and- agricultural ` raw materials. 


There has: been -better realisation .of augmenting agricultural production 
in recent years-and increasing attention is being given to the needs of agriculture - 
and agriculturists.. State has.been attempting to evolve a price policy geared 
to economic growth, equity, and. social justice subserving the needs of both 
producers and consumers. Correction of inflationery pressure, abandonment 
of. unproductive, works, big cuts in. Government expenditures, correction of 
wrong priorities, which resulted in under emphasis on projects having a long 
gestation period and neglect of quick yielding industries, checking anti-social and 
corrupt distribution channels that thrive on the misery of others, improvement 
of a timid and not very honest administration, establishment of food corporations 
both at the union and state levels; regulation of inter-state-movement of food- - 
grains, introduction and extension of rationing to new areas, setting up of fair 
price shops and ‘fixation of prices of foodgrains and essential commodities in - 


short supply. are being tried as .remedies- for ' preventing social strains, stresses 
and conflicts. 


` Efforts are:being made to evolve an all-India food policy. States fall in 
line with. the Centre and break off from’ it according to their convenience. The: 
regional «interests seem: to..prevail over: the national needs. Search for the 
reasons -of confusion and «uncertainty continues and the solution: seems: to be 
no «where in sight. - An outspoken’ executive of the Congress Parliamentary ` 
Party criticised the: implementation aspect of. the. Government's food policy on 
December 25, 1964,- It was:felt that:the foodgrain supplies were sufficient ` for * 
the needs of the people and obstruction in the-flow of foodgrains was responsible 
for’ the accentuation of the trouble and for the artificial climate of scarcity. ` 
They blamed ‘the-states, both surplus and deficit, for the present situation. 
Obligations assumed ‘by the states were not being fully carried out and distor- 
tions were being created by imposing restrictions in violation of the accepted E 
policy. The executive urged that the, ‘necessary’ controls should be enforced 


with greater earnestness, and the non-cooperative | elements should be severely . 
dealt with: ' 


- The present food situation seems to be well out of cent Phere was 
sizable opposition: to the Government policy in the Jaipur session of the Indian . 
National Congress held in 1966 and: the official resolution endorsing the stand 
of the Government was almost defeated. The present levels of prices of some . 
commodities may show ` a downward trend “after some time but it has to be . 
accepted, that -high ` prices have come to stay. Cost to the’ consumers of the 
essential: ‘commodities: will not revert ‘back even to the 1962 base. The usual 
argument of denying increase in ‘wage and dearness allowance on the grounds * 
that it ‘causes: further rise in pricés is‘ not acceptable to' the wagé ‘earning classes. 
The present circumstances call for an upward revision of basic wage and; if--- 
possible, merger of part of dearness allowance: init. Representatives: of state, 
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labour and industry should deliberate on these issues in time in a cool and calm 
atmosphere. 


Wage policy can not be divorced from the price policy. The fixed 
income group, especially the middle classes, workers, artisans and technicians 
in various types of industrial settings have been hit hard in the present crisis. 
Existence and survival have become a great problem to them. They live in 
a state of marginal existence and there is no elbow room to make adjustments. 
The purchasing power of rupee continues to fall and there is now no or little scope 
to curtail items of expenditure without denying the family essential requisites 
of living. The subsistence standards have been brought down to the danger 
zone and semi-starvation is the necessary sequel. To sustain the faith of * 
country in-planning, socialism and socialistic pattern of society it is necessary 
that the aggregate of wage and dearness allowance of industrial worker should 
provide him a reasonable subsistence. 


Delay in laying down a well formulated wage policy under the changed 
conditions will only generate heat and controversy and degenerate the industrial 
relations climate. Our inability’ to rectify the present unhappy situation in 
time will lead to grave demoralisation, disappointment, frustration and a feeling 
of helplessness among working classes which in their turn besides causing severe 
dislocation to provocation will lead to serious economic and political repurcus- 
sions. It is now conceded that the recent labour unrest “‘flows directly from 
the Government’s failure to hold the price line and is directed more against the 
Government than against employers.” An official study has attributed most 
of the industrial unrest in recent months to extraneous factors, particularly 
to “erosion in real wages”. 


According to this study since the planning process started in 1950 the real 
wages showed significant improvement in the first five years. The Second 
Five-Year Plan witnessed a decline in real earnings inspite of the advantages ' 
which increased wage had conferred in recent years. Real wages today are now 
just above the 1939 level, which was reached in the middle of the First Plan.* 
The enunciation of the new labour policy on matters connected with revision 
of wages and dearness allowance on account of rising prices on the eve of the 
formulation of the Fourth Plan is anxiously awaited as it will provide a guide 
line'for wage boards and other wage fixing authorities and influence the future 
industrial relations centring round this question which is vital both for labour 
and industry. f 


1. The Hindustan Times, December 29, 1964, 


EXCHANGE"VERSUS' DOMESTIC: STABILITY : 
OF THE RUPEE ` 


Dr. R; S. KAPURIA 


Problems connected with the external and internal equilibrium are, 
perhaps, the most intricate and controversial in the whole domain of eco- 
nomic policy. Changes in the price levels and exchange rates produce far- 
reaching  repurcussionss on the inter-relations between demand and 
supply .and require a dynamic approach. Sacrifice of domestic price 
stability for achieving the objective of exchange stability is no longer con- 
sidered to.be an essential -part of a: correct economic .policy and as..such 
requires considerable modifications in our whole approach towards the 
attainment. of the objective of.economic policy, as a whole. 


Yet, in practice, almost'in ‘all countries and at all times, a conflict 
betweeri the two objectives has acquired great significance. In the days 
of simple mechanism of the Gold Standard and the multilateral trade, the 
fixidity of exchange rate appeared to provide a constant norm round which 
the various elements of the economy oscillated till the equilibrium was 
reached. The entire structure of the price system was orderly and.in that 
orderly universe the exchange rate was the focus of stability. During the 
inter-war period, however, primary -emphasis tended to be’ placed on the 
maintenance of internal economic stability and on the domestic insulation 
from external disturbances. Even to-day, the problem before the monetary 
authorities remains to be one of choosing between domestic price stability 
on the one hand,: and exchange stability on the other—of deciding how much 
one is.to be preferred as against the other. 


In India, the experience of the last three decades clearly indicates that 
“domestic price stability has been completely neglected for the supreme end 
of maintaining exchange stability of the Indian Rupee. The single exception 
of this general trend may be cited to be the devaluation of the rupee in 1949. 
But even this was responsible for a further fall inthe internal value of the 
. rupee} apart from it being forced on us after the devaluation of the pound- 
„sterling; It would appear,- therefore, that unless this attitude is reversed, 
‘the equilibrium between the external and internal values of the 
rupee would be difficult to achieve. Even ifit is agreed that frequent changes 
in exchange rates are undesirable on account of their dislocating effects on 
- the internal price level and cost of living, it may be conceded that in the 
abserice of such changes, it would be extremely difficult to balance our external 
accounts through purely fiscal, financial and physical controls. The main 
problem, therefore, is one of combining the goal of exchange stability with 
the domestic price:stability. Even so, goals other than stability have to be 
kept in view, if the objective of fuller employment and economic development 
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have to be achieved. The goal of stability may have to be sacrificed a little 
in the wicer interests of subserving other vital objectives. 


In more specific .terms,.our problem ¡is one of choosing between two 
possible élternatives for ‘achieving an equilibrium between external and 
internal values of the rupee: (i) exchange manipulation with a view to 
bringing the external value (raise it or lower it) on par with the internal value, 
¡and (ii) monetary manipulation with a view to bringing the internal value 
(lower it or raise it) on par with the external value of the rupee. This 
parity car, however, be achieved only after a time lag. Restoration of har- 
mony between the external and internal values can come about via 
increased 2xports which obviously take some time. 


‘If ths external value of the rupee. is higher- than - its internal value Les 
if the rupte can purchase more goods. and -services abroad than at home, 
the remedy lies in a cut in its external value through devaluation or in 
a rise in its internal value through a cut in credit and currency. If, 
on the oth=r hand, the external value of the rupee is lower than its internal 
value, the obvious remedy lies in raising the rate of . exchange .or lowering 
its interne] purchasing power through an increase in currency and credit. _ 


In manipulating exchange rate and/or monetary policy, however, 
repurcussions on the entire economy have got to be considered. How would ` 
- such manipulation affect investment, consumption, production and trade? 
How woud it affect the price level and the cost of living and through 
these, the existing distribution of income.in the community? Would’ the 
Government be able to adopt and implement specific measures of control at 
‘strategic points ie, production, consumption, exports, ` imports, invest- 
ment, ete.? If not, the consequences may be much more prolonged 
than anticipated and might, in. the long-run, prove damaging. l 


We have, therefore, to examine the above two alternatives for 
attaining =quilibrium in the external and internal values in the light of the 
prevailing situation in the country. 


EXTERNAL AND INTERNAL VALUES OF THE RUPEE 


On the external front, the balance of payments position may be taken 
to be the representative of the external value. of the rupee. Table 1 ‘shows 
the overal position of India’s payments position during the first two Plan- 
Periods ard the three years of the third Plan. 


The impact of economic planning on the external value of the 
. rupee inwicates that during the first Plan-period it was well maintained 
at Is. 6c. rate. This was: made possible by a substantial improvement 
in the balance of payments on Current Account after 1951-52 and by 
a progressive resort to sterling balances which helped us out.. The 
external value of the rupee stood in a healthier state throughout. . But 
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TABLE 1 


India’s Balance of Payments! 
` (Rs. crores) 





Items 1951-56 1956-61 1961-62 1962-63 | 1963-54 
Imports oi, f. 
(a) Private f 2715 3186 | 642 626 62) 
(b) Government 936 2213 364° 465 | 61) 
Total Imports | 3651 5399 1006 1091 1231 
Exports f. 0. 6. l 3109 3063 668 682 802 
Trade Balance — 582 — 2336 — 338 — 409 ~423 
Non-monetary Gold 
movement net) -1 +6 
Invisibles (net) 392 420 =15 —13 +15 
Current A/C (net) “| niga | 190 | -353 | -422 | 414 
Official Donations 109 190 46 77 73 
Errors and Ommissions - —98 -73 +8 -4 47 
Capital Account (net) 13 1194 292 347 392 
Draft on foreign exchange - 127 -596 -6 -2 +1. 








during the second Plan-period, it was subjected toa considerable stra.n 
due to heavier imports without a commensurate increase in exports. Durirg 
the first two years of the Plan, the cushion of sterling balances was 
available to relieve the strain but when these assets virtually disappeared, 
the foreign crisis ensued and external borrowings on a large scale had 
` to he resorted to solve the exchange problem. In fact, the maintenance 
of the exchange rate was not at all possible during the second Plan 
period - as compared with the first Plan. 


Again during the first three years of the third Plan, the imports 
on private account continued to show a moderate decline, while tke 
imports on Government account registered substantial increases and touched 
the highest figure of Rs. 610 crores in 1963-64. It shows the normal in- 
dustrial activity in the private sector coinciding with large scale import 
demands in the public sector, The result was that while the impor:s 
touched the high time figure of Rs.' 1231 crores in 1963-64, the expor:s 
showed but slight increases. Due to larger imports of ‘foodgrains, machi- 
nery and capital goods in view of the acute food shortage and defence and 
development requirements, the balance of payments position, showed a deter- 


1. Eastern Economist, December 25, 1964, p. 1420. 
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loration. If the position was slightly improved during the year 1963-64, 
it was mostly due to improvement in the invisibles and capital transac- 
tions. On the whole, the position as reflected by the balance of pay- 
ments still shows that the external value of the rupee has not been sut- 
ciently relieved of the strain and it continues to act against the vital 
interests of the country. i 


As regards the internal value of the rupee, table 2 shows the averages 
of index numbers of wholesale prices during the planned period :— 
TABLE 2 


Index Numbers of Wholesale Prices? 
(Base 1952-53). 

















Groups ee 1955 | 1960 1962 | 1963 ioe LON 
Food Articles 111:4 1327 | 152:7 37°] 
Liquor and Tobacoo 96 115°4 | 125:3 30:5 
Fuel £ Power 2 136°4 | 142:3 55°9 
Industrial raw materials} 123-8 137°3 | 154-1 24°5 
Manufactures 130°3 | 134:0 84°5 
All commodities 132:5 | 146°6 345 


The above table conclusively proves that the internal sector of the 
economy has been rendered considerably inflationary with the result the 
internal value of the rupee has registered a decline. The rise in the price 
level has been due mainly to the excessive money supply, currency and 
credit without commensurate increase in production. It has been pointed 
out that. during the four years 1960-61 to 1964-65, while the real production 
has increased by about 17 percent the money supply has risen by 44 per 
cent.2 The unabated inflationary pressures and the failure of the Govern- 
ment to achieve price stabilisation obviously have led’ to this result. 
Although, the deficit financing has been at a much smaller scale during the 
three years of the Third Plan, it has increased the purchasing power of the, 
people, thereby increasing the demand for different goods. On the whole, the 
hard truth of the matter is that the internal value of the rupee has considerably 
gone down. - 


Thus, the situation prevailing in the economy is such that large deficits 
have been piling up in the external sector, while sufficient inflationary 





2. Rastern Economist, Dec. 25, 1964, p. 1433. Be, ey icc ae Bee 
3. Economic Times, Vol. No. 120, February 24, 1965. 
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potential is developing in the internal sector of the economy. The obvious 
result of such a situation is that there exists a disequilibrium between the 
external and the internal values of the rupee. Therefore, it is necessary to 
examine the two alternatives, previously mentioned, and see first of all how 
far exchange rate manipulation can serve the needs of the economy under 
the present circumstances. 


MANIPULATION OF EXCHANGE RATE 


Appreciation of the value of the rupee, it may be emphasised, has wider 
bearings and must be visualised in a broader perspective. It should be 
understood that undervaluation of the rupee is as undesirable as overvalua- 
tion. Ifthe currency is undervalued and leads to surpluses over a series of 
years, it presents a case for the appreciation of the currency. Our balance of 
payments, on the other hand, indicate recurring deficits since the beginning 
of the Second Five-Year Plan, which have not been successfully eliminated 
despite active efforts by the Government. Moreover, the prices in India have 
gone abnormally higher than the prices prevailing in the U.K. and the 
U.S.A.4 This completely rules out the possibility of undervaluation of the 
rupee. Therefore, appreciation of the rupee at the present juncture does 
not stand scrutiny at all. 


At the present period, any appreciation of the rupee would be highly 
detrimental to the economic growth of the country as it would worsen the 
payments difficulties and exert a deflationary effect on the economy. It 
would cause unemployment in the export industries and the indutries cater- 
ing for domestic consumption and, as such, would not stop inflation the 
control of which requires a wide range of measures in the Government ex- 
penditures, reduction in consumption through price control, etc. At a time 
when we need imports of machinery, materials and technical know-how, 
any appreciation of the rupee would raise. the cost of such imports and, 
therefore, affect the level of costs and through these prices. The solution to 
our exchange problem may, therefore, be found in the other direction. 


The devaluation of the rupee may be taken to be the other alternatives 
We have heard a lot about the controversy regarding devaluation of the 
rupee in the recent period. Since the foreign exchange crisis during the, 











4. Wholesale Price Indices* 
(Base 1958) 
Years : India U. K. U.S.A, 
1948 ; 88 we 88 
1955 82 102 93 
1960 111 101 100 
1963 119 102 100 


* Eastern Economist, December 25, 1964, p. 1438, 
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Second Five-Year Plan, the advocates of devaluation have recommended 

the devaluation of the rupee. Some such view has again come up in the 

recent past.> According to them the rupee remains overvalued and needs 

correction through devaluation as disinflationary policies alone cannot provide 
a real solution to our balance of payments problems. 


It cannot be denied that growing deficits in the balance of payments have 
become a regular feature for several years and, in consequence, have brought 
a heavy drain on our reserves of foreign exchange. But such a situation 
cannot be interpreted as the evidence of overvaluation. Merely on the basis 
of the disequilibrium in the balance of payments, it is not possible to argue 
that the present rate is the overvalued rate. Recent thinking on the issue 
has shown that external disequilibrium in the payments position may be 
due to external deflation or internal inflation. Factors other than these 
may also cause disequilibrium in the balance of payments. -For instance, a 
permanent disparity in the income elasticities of import demand may generate 
external disequilibrium even though the trading countries are maintaining 
stable prices and expanding at the same rate. But under dynamic condi- 
tions where the levels of income continue to improve at a progressive rate, 
any alteration of the exchange rate would emerge a new deficit in the 
subsequent period. This will happen so because the incomes will rise in 
consequence and imports will run faster than exports. 


India is obviously faced with a similar situation as the imports are 
constantly on the increase and-the exports are falling short of our require- 
ments. Therefore, the only suitable way to strike a balance in the external 
accounts is to eliminate the disparity in income elasticities of import demand. 
If it is argued that devaluation will maintain external equilibrium at given 
levels of income, there is no logic in the belief that it will also determine the 
rate of exchange which can equate the income elasticities of import demand 
and can thereby eliminate any imbalance between imports and exports. 


Calculations made into the elasticities of demand for Indian exports. 
and imports clearly indicate that the income elasticity of world demand for 
Indian products is negative. It suggests that our exports are considered 
inferior by the foreign buyers and that is why the industrial countries which 
form the main market for Indian exports have been buying at a progressively 
lesser proportion of their total imports. The position in this regard was 
entirely different when earlier these countries were interested in buying raw 


materials for their industries. But since the advent of economic planning, 
India has started utilising these exportable commodities at home and, there- 


fore, there is a tendency for the exports to decline although the national — 
income is continuously on the increase. The report of the Central Board of 
Directors of the Reserve Bank for 1959 says: “To some extent lower exports 


5. Ashok V. Desai, Eastern Economist, Feb. 5, 1965, pp. 255-56, and B. R. eee 
Economic Weekly, Feb, 14 and June 5, 1964, . 
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also reflect the basic phase of the developmental process through which the 
Indian economy is passing. There is some indication that the pressure of 
internal demand arising from developmental activity. has resulted in the 
diversion of exportable raw materials and consumer goods to the home 
market.” x 


There are several reasons for the fallin exports: the income inelastic 
nature of the export products, increased production of either similar products 
or substitutes in the industrial countries, adoption of manufacturing tech- 
niques which curtail the requirement of the-need for raw material imports, 
poor salesmanship of our export products in the foreign markets, our depen- 
dence on the imports of capital goods, machinery and technical know-how 
from abroad and many others. But the advocates of devaluation have thrown 
the entire blame for the adverse payments position on the overvalued rupee. 


-As to the income elasticity of Indian import demand, the same calcula- 


tions indicate that it has been rather low owing to their being a variety of 
import restrictions so that the income cannot exert its full influence on 


imports. The following table? may be presented to show the absolute value 
of imports, percentage change of national income and percentage change 
in imports during the recent period :— 





TABLE 3 
_ Items 1956-57 | 1957-58 | 1960-61 | 1961-62 | 1962-63 
National Income (Rs, crores) 11,300 11,400 11,140 14,800 15, 400 
- Percentage Change dis 1% hi 4:6% £5% 
Value of Imports (Rs. crores) 1100 1204 1123 1094 1125 
Percentage Change ae 9% Sn —2:1% 2:7% 





“In our country, import restrictions of varying intensity and coverage 
- play their effects and it becomes difficult to get exact results. For, it may ` 


be that in a given „year the national income may rise by a certain percentage 
but the value of imports may fall because of import restrictions as it 


happened in 1961-62 when the ‘national income increased by 46% but 
the import value fell by 2:1% thus giving a negative income elasticity. And 
again, in a given year the national income may rise by absolute amount but” 


owing to liberalisation of import restrictions the value of imports may rise ` 
as it happened in 1957-58 when a 1% rise in national income is associated 


with 9% rise in the value of imports thus indicating a very high income * 

elasticity. Even if an allowance is made for the import restrictions and 

liberalisation of import restrictions, the fact of the matter is that the income 
* elasticity of India’s import is very high. This explains that a given rise in 


6. Report of Reserve Bank on Currency and Finance, 1963-64, Statements 2 and 69. 
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national income in India and abroad will lead to a rise in India's import bill 
thus creating a deficit in the balance of payments. It is not understandable 
how the devaluation of the rupee can correct such a situation. The remedy 
in such a situation, in fact, lies in the imposition of import duty or import con- 
trols in the short-period, and diversification of the economy and the domestic 
production of import substitutes in the long-period. 


But Mr. Ashok V. Desai has criticised the export subsidy scheme on 
the ground that the export promotional measures range from drawbacks of 
duties, rebates, exchange allowances, preferential import duties and as such 
are cumbersome. Therefore, to replace the tariff-cum-subsidy scheme, he 
prefers devaluation of the rupee in the present times. He prefers devaluation 
as it would provide “opportunities for the imposition of export taxes: that 
devaluation would create.?” 


But it may be contended that the present system of tariff-cum-subsidy is in 

no way inferior than the proposed devaluation, Any devaluation of the rupee 
will be once-for-all change for quite some time, but export subsidies and taxes 
can be more flexible in response to country’s changing requirements. Besides, 
while devaluation will attract widespread notice in the world market, possibly 
shaking the already dwindling confidence in the Indian Rupee, discriminatory 
taxes and import duties can easily wear thin disguises without inviting much 
international retaliation. Further, it may be pointed out that export subsidies 
are imposed on specific commodities, having regard to their possibilities of 
expansion, while devaluation is a general measure which will affect equally 
the traditional items of export. When it is possible to adopt discriminatory 
tax policies on exports without the aid of devaluation what remains for 
devaluation to do the same thing after it has created new export opportunities. 
It is rather unwise to invite the complicated monster and then using weapons 
to destroy it, à 


In the heat of discussion, it may be possible to prescribe the need of 
devaluation, but at the same time, we have also not to ignore its possible 
repurcussions on our planned development. We are constantly in need of 
imports of machinery and capital goods for quite a long time and, despite - 
austerity in imports, our import bill is unlikely to fall in the near future. 
Devaluation of the rupee in order to be effective will have to be substantial, 
but such a possibility is ruled out since the country is a member of the 
I.M.F. Besides, we have to find large amounts for interest and amortisation 
payments on foreign loans. Therefore, it is obvious that additional burden 
involved in financing imports and repaying foreign loans will create in itself 
adequate ground for discarding devaluation as a remedy for. India’s present 
economic ills. Devaluation of the rupee at a time when the country is commi- - 





7. Ashok V. Desai : “Time Now For Devaluation”, Eastern Economist, Feb. 5, 1965, 
p. 255. f : 
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tted to the success of the Plan may cause a distrust about the strength of the 
rupee in the foreign markets. 


There can legitimately be a case for the devaluation of the rupee when 
there is external deficit and internal deflation since the remedy will correct 
both disequilibria. The case against devaluation when there is internal infla- 
tionary pressure and external deficit is that even if devaluation has a remedial 
effect on the external balance, it will increase further inflationary pressure . 
and this will certainiy be an additional strain on the economy as a whole, 


Thus from what has been said above, it would, therefore, follow that . 
devaluation nor revalution seems in the present circumstances to be a correct 
approach to solve the problem of imbalance ‘in the external and internal 
values of the rupee. We must, therefore, seek a- solution in the other 
direction, viz., monetary manipulation. l 


It may be true to mention here that normally it is helpful to the 
country’s balance of payments if the currency is undervalued. This under- 
valuation is in itself a tripartite relation in which exchange rates are only 
one factor; the other two being the level of prices and costs within the 
country concerned and the level of prices prevailing in the world. Of these 
three factors, exchange rate, internal prices and world prices, the last one is 
outside the control of national policy. Therefore, it may be possible to cause 
one of the other factors to move in whichever direction is required, while 
the other is allowed to maintain status quo. It is certainly possible to cause 
internal prices to fall by the use of disinflationary monetary-fiscal policies 
while the exchange rate may be held at the fixed parity. 


MONETARY MANIPULATION 


The other alternative seeks the remedy in manipulating cost and 
availability of credit to achieve our object. With the commencement of the 
Third Five-Year Plan, India has entered a crucial stage in which monetary 
factors are going to play a significant role. The Reserve Bank’s policy so 
far has not been wholly successful in preventing the rise of prices and cost 
of living. The level of production has remained low and the money incomes 
have continued to expand owing to greater investments in the public sector. 
The basic failure of the monetary authorities in India has been that they 
have persistently allowed too much of money supply to rise faster than that 
of real production. This has naturally pushed up prices. 


By and large, the increase in money supply has invariably been followed 
by arise in prices. The pattern is not unlikely to follow a different course 
in future. The Working Group of the Reserve Bank has estimated that the 
expansion of money supply that will influence price level in the third 
Plan would be a little over Rs. 1000 crores or approximately 35% of the level - 
at the end of the second Plan. Moreover, the memorandum on the fourth 
Plan has envisaged an outlay of Rs. 22,500 crores at 1963-64 prices. Out 
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of this ameunt Rs. 7000 crores is allotted to the private sector. If this 
expenditure as envisaged is incurred, it would definitely lead to deficit spend- 
ing; and ths would only accentuate the strain on our internal resources and 
internal price level. This being so because the mobilisation of resources in 
the forthcoming Plan is not going to be quite adequate. How to arrest the 
uptrend of snoney supply, is the major problem faced by monetary experts. 


The raain arguments against the adoption of a stricter monetary policy 
are : firstly. it will raise the cost of public borrowings; secondly, it will 
discourage private investment in agriculture and industry, and thirdly, it 
will create idverse repurcussions on the prices of gilt-cdged securities and 
hit hard ou: institutional investors. The cogency of these arguments cannot 
be disputed. But the question is : will the gradual erosion in the purchasing 
power of tke rupee not affect investment psychology? Should the cost of 
public deb: be the major consideration in the formulation of monetary 
policy? Ifzhe question is conceived in the broader perspective, it will 
appear that the advantages of a policy against inflation would far outweigh 
the possible disadvantages that may follow from the adoption of a stricter 
monetary policy. 

‘Ifwe 2xamine the working of the Reserve Bank during the last few 


years, we sEall find that it has not been able to exercise proper control on 
the use of credit, ‘A recent example of the same may be seen in 1959-60 


busy season when amidst rising prices the monetary policy was used ina- 


draconian feshion. . Such a policy only aggravates the inflationary potential 
and causes Lardships to the people. Further, bank credit recorded a increase 
during 1961-62 and the Scheduled Banks’ deposits increased together with 
P.L, 480 aad P.L. 665 and helped these banks to reduced their debts with 


the Reserve Bank. Yet, the paradox continued ¿.e., the interest rates remained - 


very high aad the banks refused to make their normal purchases of gilt-edged 
‘securities, in spite of plethoric funds at their disposal and in face of restric- 
tions imposed on them. Again to quote the Reserve Bank itself, it may be 
said that “e distinguishing feature of the economic scene during 1903-64 was 
the impressive growth in liquidity in the organised ‘sector of the economy. 
Money supply, which broadly represents the monetary demand in this sector, 
expanded at a distinctly faster rate than in the previous year, the increase 
being Rs. 429 crores-or 13°3 per cent as compared to Rs. 264 crores or 8:7 
per cent during 1962-63, The expansion in money supply more than kept 
pace with the growth in aggregate output, thus inevitably giving an upward 
thrust to thr price level. A striking feature of the monetary situation this 
year was th= increase in money supply in the slack season also.” All this 
explains ho-v the Reserve Bank has been playing its role in the control of. 
money and redit. 


Of late, the Reserve Bank has now realised the importance of a stricter 
monetary p-licy. Accordingly, during the last two years, the Bank Rate 


8. Rese ve Bank Report on Currency and Finance, 1963-64, p. 9. 
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has been raised twice—by half a per cent each in 1963 and 1964 and in 
February last by a full one per cent and at all time high at 6 per cent, 
with another one per cent concealed in an adjustment in the system 
of differential rates for accommodation from the Reserve Bank, depending 
upon fractional changes in the borrowing banks net liquidity ratio. Banks 
now charge their customers ata rate of 10 per cent, and the inter-bank call 
rate stands at the unheard of 9 per cent. Money has thus become as tight 
as can be.® Besides, in the light of alertness which was shown by the 
Reserve Bank in not allowing this tightness to go during the slack season, i: is 
reported that the Reserve Bank has directed its chief executives in the current 
month to conserve the deposits during the slack season and make use of 
them in the forthcoming busy season. i 


Ata time when the economy is ridden by inflationary pressures and 
foreign exchange crisis, the Reserve Bank’s anxiety to disallow pressure on 
prices, arising from expansion of bank credits, is definitely to be appreciated. 
Whether inordinately costly credit is the best way of promoting production 
and preventing production is another matter. It may be pointed out that 
in evolving such a costly credit, when the needs of the country demaad 
greater production, the Reserve Bank has simply displayed exhibitionistic 
over-alertness. Such an attitude may ultimately cause undue damage to the 
fabric of normal production in the country. It may be. pointed out that if 
inflation is the combined effect of shortages of goods and excessive expenditure 
by: the Government, to impose a crippling monetary discipline on production 
and distribution and thereby arrest the tempo of developmental activity, may 
prove to be detrimental. 


Apart from this, the glaring need of the moment is to avoid inflation 
and restrictive monetary policy can certainly contribute to this end. “Tae 
interest rate policy of the Reserve Bank should be rational, even if it leads to 
a significant increase in service charges on the Public Debt and a greater 
inconvenience to the Treasury in its sale of securities for new financing aad 
refunding operations. The Reserve Bank has to rise to the occasion and control 
the supply of money in such a way that the industrial development of tae 
country is not retarded, and at the same time the inflationary forces are 
kept in check. In fact, the maintenance of monetary stability during tae 
process of development should be an objective of prime importance in the 
very interest of successful achievement of the targets of planned development. 


Fiscan POLICY OF THE GOVERNMENT 


The second method of control over expenditure is through changes in 
the fiscal policy. In times of inflationary forces, rates of direct and indirect 
taxation may be raised to reduce the incomes of the public available br 
expenditure on goods and services. This obviously reduces demand, provided 


9. The Indian Express, May 14, 1965. 
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that the resulung revenue is not used by the Government for additional expen- 
diture on goods and services, but is added to the budget surplus. The follo- 
wing remarks of the Central Board of Directors of the Reserve Bank! are 
quite pertinert in this context:— 


“The developmental process involves, almost unavoidably, a certain degree 
_of inflatonary pressure in a less developed country. But such pressure 
has to becontained by suitable policies which would mop up surplus 
purchasng power. This is inescapable dilemma here. While the object 
of development is to raise the living standards particularly of those 
sections in the community who are at or below subsistence levels, 
there is equally the need to spread the costs of development so as not 
to exempt these very sections from the scope of the tax net, if the pace 
of the economic development is not to be retarded. This undoubtedly 
causes :ome hardship, but development demands sacrifice from all 
sections of the community. From this point of view, the mobilisation 
of subs-antial resources by taxation becomes an inescapable constituent 
of our plamning......«In short, the price line will be better held if the 
task of financing the Plan expenditure is executed effectively.” 


The above passage clearly points out the role of fiscal policy in ultima- 
tely holding zhe price line. There is no denying of the fact that fiscal policy, 
including bucgetary policy and taxation measures will cause a direct draft 
on the financial resources and the purchasing power of the people and thereby 
help to reduce the prices. To the extent the surplus purchasing power of the 
people is taken away, we must confess that the budgets for 1963-64, and 
1964-65 were steps in the right direction. But in a poor country like ours 
committed tc a democratic form of administration, the scope for fresh taxa- 
tion is limited. 


Apart wom this, if taxation is to achieve its objective, it should not 

be used to increase the costs of production. It is sometimes unfortunate 

that some of the taxes recently levied by the government have increased the 

. cost of production. Despite the fact, that the budget for 1965-66 seeks 
to impart a Jegree of stability in the taxation policies, the least defensible 

part of the budget is the enhancement of excise duty on a variety of indus- 

trial raw meterials like steel products and copper. The theoretical justifica- 

tion for this is questionable and all that will happen is the pushing up the 

‘cost of a whole range of goods including those that the ordinary consumer will 
use. Indeed, some of the relief in excise duties the budget has provided will 

be ineffectuel since these products may have to use items on which heavy 

excise and import duties have been imposed. It is desirable that either the 

incidence of these taxes on the costs of production should be eliminated or 

these taxes should be withdrawn, if the price level is to be established. If the 

rate of taxat.on is continuously increased, it not only adds to “‘cost inflation,” 


10. Quoæd in Commerce, 29th September, 1962, p. 543. 
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but will create undue uncertainty and dislocation in the economy and may 
even reduce the rate of economic growth, 


What is needed, is a strict watch on public expenditure, so that the 
wastages are reduced to their absolute minimum and the people are sure that 
their money is put to-right uses. At the same time, the need for greater pro- 
duction and productivity is the urgent need of the hour. The growing claims 
of defence and development cannot be met except on the basis of expanding 
production. If the volume of goods and services is expanded, the increase in 
money supply is unlikely to affect the price level. But when the money supply is 
mainly diverted to projects which reach the stage of fruition only after a long 
number of years, the risein price level is inevitable. Therefore, we have to make 
every possible effort to ensure that the productive potential of our agriculture 
and industry, both big and small, is harnessed to the fullest extent. This will 
restore the balance between demand and supply and stop a further . decline in 
the internal value of the rupee. 


Equally significant is the need to ensure the growth of the economy on a’ 
diversified basis. It is necessary that a proper spread of emphasis should be 
made between capital and consumer goods industries. The people need con- 
sumer goods and if the supply of these goods is increased, the increased incomes 
of the people will be much compensated for and the import bill for these com- 
modities will also decline. We should not ignore the possibility of dangers in- 
herent in the policy of “grow quick” through deficit financing. This is parti- 
cularly noticeable in the elimination of deficit financing as shown in the mem- 
orandum on the fourth Plan. The difficult situation in which the country is 
involved at present, the need for a strict monetary discipline is indeed very 
great lest the high price level may expose the balance of payment difficulties 

. and also before long, as its competitive power declines, to a deterioration in 
employment situation, The need for export promotion as well is no longer a 
matter of choice for us; they have become an urgent necessity if the country 
were to come out of the present payments difficulties, ` 


In a nut-shell, it may be said that it is imperative to-day that the value 
of the rupee should be maintained atall costs. Realistic monetary and fiscal 
policies of the Government are indispensable to that end as well as to the end 
of a strong developing economy. 


CONCLUSION 


Thus, it may be concluded that too much emphasis has been laid on ex- 
ternal stability so far and the internal value of the rupee has been allowed to 
suffer a continuous decline. This attitude has to be reversed. There is no case 
for either an upward or downward revision of the exchange rate, We should 
maintain the rupee at 1s, 6d. rate, but should reserve the right to effect the 
change as'and when it becomes necessary. The main argument against devalu- 
ation is centered on its likely effects on the price level and the consequent 
further decline in the internal value of the rupee. Revaluation is considered 
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inappropriate at this stage in view of our exchange difficulties and the need 
of export promotion to earn foreign exchange for financing the Plan. 


Monetary policy can play a significant role in stabilising the price level, 
if co-ordinated with fiscal policy. Till now, it would appear, the Reserve Bank 
has been primarily dominated by the consideration of the cost of Public Debt 
Services and by a desire to maintain gilt-edged prices. It has failed to main- 
tain effective control on the credit till recently. It is high time that the Bank 
should assume its right role of an effective controller of credit and balance 
this objective with the relatively less important objective of stability in the 
gilt-edged market or the objective of Public Debt Services. 


Fiscal policy must be attuned to the twofold objective of mopping up 
surplus purchasing power of the people through a rational programme of tax- 
ation on the one hand, and of stepping up production and productivity on the 
other. This requires that taxes that increase the cost of production should be 
reduced and the tax yield must be invested in short-term projects which might 
ensure results in a relatively shorter period of time. This is a delicate task and 
requires the highest degree of statemanship, courage and perseverance: But 
it is a task essential for our survival. 


 Oné overriding consideration must be kept in view, The progressive de- 
cline in the value of the rupee at home must be checked from further erosion, 
if the confidence of the people is to be maintained. The crisis of inflation are 
bound to rend the air and torpedo. all efforts at planning, unless controlled 
well in time. No efforts should be considered too great to arrest them before 
they assume unmanageable proportions. 


SELLING ACTIVITIES AND EXCESS PROFITS 


S. C. MATHUR ; 
Professor of Agricultural Economics, B. R College, Agra. 


DIFFERENT MARKET SITUATIONS 


In all the three situations of monopolistic competition, monopoly and 
oligopoly the firms carry on some sort or the other of selling activities. 
“The various types of selling activities carried on may be of the following 
nature — 


(1) Advertisement, 


(2) Changing labels and providing colourful and attractive labels after 
every shor? period. 


` (3) Declaring discounts on occasions. 
-(4) Providing Free coupons and the like. 
(5) Better retailing, and so on. 


In a pure competition situation selling activities hardly bring about 
any extra gains. In monopolistic competition a certain firm tries to seize as 
much business from other firms as possible—although it will depend upon 
the degree of differentiation and consumer preferences, But so often too 
much of selling activities cause a shift of consumer preference from one to 
another brand of the product. For example, there are numerous firms 
producing washing soaps in India; but too much advertisement has shifted 
consumer preferences from others to the ‘Sunlight’ brand. Now, if other 
washing soaps want to compete they have to incur heavy selling costs, and 
even then there is no certainty that they would be able to seize even a 
part of business of ‘Sunlight’ brand. The ‘Sunlight’ soap brand are in a 
previleged position in that they are richer now and can easily compete with 
anyone else in selling activities. Moreover, they can maintain their business 
even + they incur half the selling cost of other firms. 


Ti case of monopoly too the firm has to carry selling activities to 
some extent in order to get more and more consumers, and to make old 
consumers getting more used to its product, and also. to . discourage other 
new firms to enter. Thus the firm may enjoy profitable position for very, 
long. In such a situation even if new firms enter (in case of low investment. 
industries) they will find a hard time to compete with the monopoly firm. | 


‘In the case of oligopoly—when there is a collusion, all of them (firms) 
take selling activities together in the beginning when new product is intro- 
duced. For example some twentyfive or thirty years back the Indian Tea 

. Board took vigorous selling activities to introduce tea to consumers 
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_to get them used to tea. Consumers were not concious of the brands of 
tea. They were not very concious of tea as a beverage itself. The vigorous 
selling activities takea by all tea firms were in the form of free distribution 
of hot tea, free distribution ofsmall tea packages, entertaining consumers by 
showing them movies at a very nominal ticket and putting big posters on impor- 
tant road-fourways and other places and by other sorts of advertisement. 
The result of all these selling activities made consumers addicted to it. 


` Another example of such oligopoly situation is the selling activities 
of the ‘Dalda’ brand of hydrogenated oil in. India, It is much more 
popular and supposed to be-much more superior to any other brand of 
hydrogenated oil. Consumers usually prefer it over all other cooking oils. 
This is all due to vigorous selling activities from the very beginning. 


Later such sort of selling activities are not needed. but some sort of 
collusion is beneficial. The different brands of tea (in case of differentia- 
ed oligopoly) carry on their selling activities now. Simlarly different 
brands of hydrogenated oils carry -on their selling activities differently 
although there is some sort of collusion between all firms producing 
` hydrogenated oils to convince the consumers of the usefulness of consu- 
ming hydrogenated oils, l 


Excess ProFITS 


In case of monopolistic competition as well as oligopolistic competition 
(complete oligopoly) the adjustments of output over a long run period are 
those which must be made to achieve equality of marginal revenue and long- 
„run marginal cost-at any particular time, maximum profits will be gained at 
the output level at which marginal revenue is equal to marginal cost with 
existing size of plant. 


The excess profits will depend upon the average revenue curve-cut at 
average cost curve. When new firms enter the average revenue curve goes 
to left and eventually makes tangent with the average cost and excess profits 
are altogether eliminated. The firm by more and more selling activities, 
may increase demand for its product and average revenue curve will go 
more and more to right making more and more excess profits. This has been * 
illustrated in the following figures. f 


In the following figures (Fig. 1—A to C) the excess profits are being elimi- 
nated as the AR goes to left; and in figures (fig. 1-C to A) it may be. assumed 
that a certain firm takes up more and more selling activities with consequent 
more sales] and higher average revenue which moves to right and more and 
more excess profits_are attained by it. This situation may be true both in 
monopolistic competition and oligopoly. 


In both these situations (market) there may be a condition when Excess 
profits accrue to a firm in the long run period when certain firms withdraw 
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their selling activities. This is possible in cases of (a) monopoly, (b) mono- 
polistic competition where one brand has captured.almost one-third to half 
of the market, (c) oligopoly where collusion takes place in the beginning of 
the product or where one brand has become too popular because of the 


selling activities (Coca Cola soft drink and Dalda Beene oil may be 
quoted as examples). 


In these situations the products or brands of the product have almost 
inelastic demand (nat inelastic in the real sense). Even. if the selling activi- 
ties are stopped they will maintain their demand in the market. Thus the 
average revenue curvs will be stationary even if the new firms enter. 


On the other hand, although the average revenue curve is stationary 


the average cost curre moves to left and thus the firm attains more and 
more of excess profits. i 


In figure 2 the AR is stationary and average cost curve AC; moves to 
left as AC,, AC, as the selling activities are gradually withdrawn and 
increasing excess profits pn,, pna, and png accrue to the firm. 


The firm has tc be careful in withdrawing selling activities and has 
to keep vigilant watch over the market demand of its product. In doing 
so the firm has to taxe two careful steps :— 


I. Withdrawing selling activities gradually rather than abripoy so that 
the consumers do not lose sight of the name of the product all of 
a sudden which may likely reduce the demand. 


II. As soon as the firm realizes that withdrawing selling activities is - l 


resulting in decreased sales it should increase these activities 
immediately step by step. 


If the product fa firm is very very strongly favoured by consumers 
due to vigorous selling activities for long, the firm may withdraw selling 
activities for a longer period without affecting sales at all. In such a case 


the demand may go on increasing even if all these activities have been . 
withdrawn. 
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Fig. 1—C 





Fig. 2 
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MONETIZATION OF THE AGRICULTURAL SECTOR 


D. S. CHAUHAN 
Joint Director, Balwant Vidhyapeeth, Bichpuri, 
and Hon. Prof. of Agr. Eco., B. R. College, Agra. 


INTRODUCTION 


One of the most conspicuous features of our agriculture is its subsistence 
character, This along with the small scale farming is said to have established 
a vicious circle of low production, low income, low standard of living and 
efficiency, low rate of savings, low rate of investment, and this-in its turn 
leading to low production. This state of deficit farm economy has perpetuated 
inefficiency, and has praserved traditional forms of production, cultivation 
practices and modes of living. This has posed a basic problem of stagnation 
which the process of modernization in agriculture has to encounter. In the 
present paper an attempt is being made to measure the extent of the monetized 
sector in our agriculturs, to appraise the factors leading toand the handicaps 
posed by the limited degree of monetization, and on this basis to explore and 
pin point (since it is primarily a question of emphasis on issues) the measures 
to break the vicious circle. The approach being micro the empirical evidence 
presented here is characterized by regional overtones, and, therefore, it is 
being used only for diagnosing the symptoms which are supposed to charac- 
terise our agriculture in general. 


Tue BACKGROUND 


In order to make the results stated in the successive tables meaningful 
the basic facts to whick the results refer are shown in the two tables 1 and 2, 


The data used in this paper relate to the village Sadarban, district Agra. The 
reference period is 1963-64, and the number of cases is 18, Originally the data were collected 
for a study conducted under the guidance of the author by Shri P.N. Singh, whose help is 
being gratefully acknowledged. But the form in which they appear here, the interpretations and 
the views expressed are autLor’s own for which the responsibility is of the author. —Autho- 
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TABLE 1 


Structure of Farm Resources 








L Net cultivated area. (acres) . : z 169: 90 
2. Total cropped area. (acres) ` 251:80 
3.' Average size of operational holdings (acres) . TEEN ` 9:40 l 
4, Total cultivated area per farm (acres) Š f 14:00 
5 Proportion of total cropped area to net cultivated area (%) 149:00 
6. Total No. of milch cattle, (No.) ON 28:00 
7. No. of milch cattle per farm. (No.) i 1:56 
8. ` Average No. of family workers per farm (No.) 2-10 
9. Average value of land per farm. (Rs.) 15040-00 
10. Pair of bullocks per farm (No.) ie 0-90 
I, -Area operated per pair of bullocks (acres) pe 10°40 
12," Average value of farm buildings (Rs.) 8330-51 
13. Value of fixed capital (excluding land) :— l ; - 
; inten 1602°64 
` Per farm. (Rs.) 
Per acre of net cropped area (Rs.)' k i 185: 61 
ʻ (a) l Draught cattle. (Rs.) e asi 88° 17 
(b), Imlpements. (Rs.) . 61°00 
©) Farm Building (Rs.) i 36:44 - 
14, Value of total fixed capital including land:— 
Per farm (Rs.) ; a : | 16682°64 
Per acre of net cropped area.(Rs.) : i 1785: 61 
15. Break up of the investment on fixed Capital (%) 
(a) Land 89-64 
(b) Livestock 4°93 
(c) Implements A 3°39 
(d) Buildings 2°04 
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TABLE 2 
Cropping Pattern 





E % to:total 
Crops : cropped ~ 
area 





A. Food grains: 








Bajre 12:5 
Jwar l : 756 
”-Wheat 156 
Wheat+ gram 18:2 
Barley y + 0:5 

Total cereals . ————— 
544 

B. Pulses: ; ~_ [coo € 
Gram . : 19:1 
Pea a 80 

Total pulsse a 27 Ti E 

Total foodgrains Birs 

CG. Fodde- l TN 

D. Special Crops: iw : 

Bhindi l l 0:6 

Sugarcane | 50. 
Coton í : 7 

Total Special crops 7 ae 

Grand Total y 100-0 | 
Kherif crops (%) ~~ -33°6 

Rati crops (Y) TOS 


AAA A AS EA ENEE a 


78 AGRA UNIVERSITY JOURNAL OF RESEARCH [Vol, XIV 
EXTENT OF MONETIZATION 


- The extent of monetization of farmers’ economy has been measured in 
terms of the proportion of annual cash income and cash expenditure to the 
total annual income and expenditure of cultivating households.* 

TABLE 3 


Proportion of income received in cash to total annual income of the household 














Total annual gross Total annual cash income Zoe en in 

í income ‘per household per household palace o 1 

Sources of income gross annua 
income 

Rs. % to total Rs. % to total % 

Crop enterprize 4406: 09 85:66 1238:86 69°19 28:11 
Livestock enterprize. 671:46 13:05 49519 27°65 73°75 
Non-farm activity 66:36 1:29 56:88 3°16 85°71 
Total 5143-91 100-00 1790: 93 100°00 ' 34-81 





The total annual gross income per household was Rs. 5143-91, of which 
85:66% was derived from crop enterprise, 13:05% from dairy enterprise and 
1:29% from non-farm activity. The income received in cash by each house- 
- hold annually came to be Rs. 1790:93; of ,this 69-19% was from crop enter- 
prize, 27:65% from dairy enterprize and 3:16% from non-farm activities. The 
proportion of the annual income received in cash to the total annual house- 
hold income was 28:11% in the case of crop enterprise, 73:75% in dairy 
enterprise and 85'71% in non-farm activity. On the whole the proportion of 
income received in cash to the total annual household income was found to be 
34'81%. In the case of the different classes of farmers (classified on the- 
basis of the size of holdings), it was found to be 29-84%, for those farmers 
whose operational holdings were upto 5 acres, 32:92% for those having hold- 
ings between 5 and 10 acres, and 37:58% for those cultivating more than 10 
acres each. Though the proportion of the cash income to total household 
income has varied in relation to the size of the farm enterprise it comes to 
about 1/3 on the whole for the agricultural population. 


* Measurement of the monetized sector involves some conceptual problems. Marketa- 
ble surpluses and actual sales have ordinarily been taken as the criteria, though the 
latter has usually been used for the practical purposes. It has been so, in relation to 
the study and understanding of the influence of the market and farm prices, It may 
not serve as an equally useful criterion for other purposes. It is believed that the 
criterion adopted here may serve as a better tool in explaining and solving the 
problem of stagnation in agriculture. 
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GROSS INCOME BY ENTERPRIZE _ CASH INCOME BY ENTERPRIZE 


` CROP ENTERPRIZE 
CROP ENTERPRIZE oe 


NON:EARM 
ACTIVITY 





TOCK A WE STOCK 
ENFERPRIZE n . ENTERPRIZE 


oe 
Aa 


Yo OF CASH INCOME 70 TOTAL GROSS INCOME 


sr oY fe . 2 alee < E ee moa "EE. Ea ae SE 


Crop eyes NON FARM TOTAL 
ENTERPRIZÈ ” ENTER PRIZE ACTIVITY HOUSEHOLD //- 
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TABLE 4 


Proportion of the expenses incurred in cash to the total annual expenses of the household 





o ken 
Total annual expenses Annual cash expenses 7 of cash ex 








l 
(per household) (per household penses torota 
Sectors of the farmers’ ) annual ex- 
economy penseg 
Amount Rs, | % to total | Amount Rs. Y, to total % 

== PSA ae 
Crop enterprize 2089-54 50:30 221°80 39°88 10°61 
Dairy enterprize 566° 96 13:65 25°28 4:55 4:45 
Non-farm activity 1496: 64 36:05 309:06 55°57 20°64 
Total 4153-14 100:00 556: 14 100-00 13°39 





The total annual expenditure per household was found to be Rs, 4153-14, 
(The extraordinary, or the abnormal items were excluded at the tabulation 
stage). Of this 50°30% was on crop enterprise, 13°65% on dairy enterprise, 
i.e. about 64% on agricultural activities, and 36:05 on non-farm activities 
(mostly ‘household consumption). Of the annual cash expenditure of 
Rs. 556:14 per household 39:88% was on crop enterprise, 4'55% on dairy 
enterprise and 55:57% on non-farming activities, ¿.e., about 45% on agricul- 
ture and 55% on household consumption. The proportion of expenses 
incurred in cash to total expenses came to be 10°61% in the case of crop 
enterprise, 445% in dairy enterprise and 20°64% in household consumption 
expenses. On the whole it was 13°39%. In the case of the different classes 
of farmers it was found to be 12:37% for those having their operational 
holdings upto 5 acres, 12:11% for those whose holdings were between 5 and 
10 acres and 14:74% for those cultivating more than 10 acres each. 


This shows that cash transactions enter to such a limited extent in the 
agricultural activity and the life of farmers. Hence farmers’ economic 
activities remain considerably circumscribed, and agrarian economy remains 
a closed one. 


TA 
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TOTAL HOUSEHOLD EXPENDITURE TOTAL CASH EXPENDITURE 







CROP ENTERPRIZE 





4 
/ NON-FARM 
ACTIVITY 
1 ES 4 ' ; : me | 
% OF CASH EXPENDITURE TO TOTAL EXPENDITURE 
, nee 
prn ES PA A y >. x ; ; , 
ML AA A 

S | 

y 60 

& 

SoN 

= uo s a 

x ; 

y 20 | a CEA 3 z 
oS A ae oe a . 
ae | - ee AY - g EP o pe _¢ 

aa CROP LIVESTOCK HON-FARM TOTAL" 
ENTERPRIZE  ENTERPRIZE ACTIVITY HOUSEHALD, 
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.ANNUL INCOME E EXPENSES PER FARM 
PROPORTION OF CASH 





Periopiciry or Cass Income AND Cast EXPENSES 


The study of the income received in cash and the expenses incurred in 
rash in terms of the time dimention, ¿.e., the flow in and the flow out during 
the agricultural year, is being presented in the two tables.5 and 6. 1s 


-F7 
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TABLE 5 


. Amount and proportion of the cash income received during different months ` 
to the total annual cash income of the household. 























Crop enterprise | Dairy enteprise [Non-farm activity TD ee i 
Months 
7 . Amount % se % re % 9 a % 

July ais aes 35:08 -7-08 3:88 6:82 | 38-96 2:17. 
. August 23:34 1:88 | 45-45 9:17 2°50 4°39 71:28 | 3:98 
. September 32-23 2:62'| 51:00 | 10-29 2-82 4-95 | 86:05 4:82 
October 11-54 0:93 53-62 10:84 6:97 12:25] 71:89] 4-02 
¡ November 45:59 3-66 53-50 í 10-82 9:16 16°12 | 108-08 6°03 
"December 131-56 10:63 | 45-88 9-26 3-61 6:34 | 181-04 | 10-12 
January 99-45 8:02 | 44:55 8:99 ‘2°61 |. 4-58 | 146-61 8:18 
February vey Fea “37-50 7:57 2:50 4:39 | 40-01 2°23 
, March ` T “6 37°37 7:56 4:39 7-71 | 41-76 2:33 
* April ag .. | 32:64 | 6-59| 4-63| 8:49 | 3747| 2:08 
May 714-67 | 57°72 | 28:73 5°80 | 11-11 19:57 | 754:52 | 42-13 
“June . _180:88 14:64 | 29:87 6-03 2:50 4:39 | 213-26 | 11-91 


+ | ee 








aa 





Toral annual [1238-86 | 100-00 | 495-19 | 100-00 | 56-88 | 100-00 {1790-93 | 100-00 
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TABLE 6 
Amount ind proportion of the cash expenses incurred during different. months 
to the total annual cash expenses. of the household 
vad Crop ‘enterprise Dairy enterprise Non-farm activity Tom oa 
Amount} % to | Amount] % to | Amount] % o Amount % to 
Rs. total Rs. total Rs. |. total Rs. total 
July . 1-58. 0:72 2:89 11-45 16:19 | ..5:34 | 21-22 3:83 
August . 0:83 3:28 | 13:54 4-68 14:37 . 3:04 
«September ` 0-44 0-15 | 11-63 3:76 | 11:92 2:14 
: October 273) 1:23] a. 27:96 | 9:15 | 2568 | 4-61 
"November ` 17-32 7°81 “4°25 | 16°82 | 76°95 | 24-91 | 98:81 17-96 
. December 8-05 3-63 4:03 | 15:96 | -18-26 5°91 | 30:31 5:45 
January 29-44 | 13:27 3:44 |- 13:62 8:29 2:78 | 41:51 7:47 
February 14-28} 644 | 2:61 | 10:33] 16-11 | 5:31 | 33-44 | 6-01 
“March 450 | 2:08 | 1-94] 7:68] 968 | 3-22 | 16-23] 292 
April : - -10:78 4-B6 | ' 1-61 |- 6:37 |. 9:96 4:22 22:61 4:07 
“May 78:78 | 35:51 1-05 4:16 |. 55:65 | 18-01 | 136:32 | 24-94 
“June | 54:00 | 2435 | 2:61 | 10:33 | 39-28 | -12-71 | 96:54 | -17:56 - 


Total annual | 221:90 














100°00 |- 25-24 | 100-00 | 309:00 | 100-00 | 556-14 | 100-00 


A el 
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Of the total cash income from crop enterprise (which is by far the main 
source of farmers’ income) 58% was received in the month of May alone and 
about 15% in June. Thus about 73% was received' ‘in the last two months 
of the agricultural year, i.e. at the end of the year’s activity. In the first ` 
four months of the year (July to October) the proportion was about 5%, in 
the next three months (November to January) about 22%; and there was no 
cash income during the remaining three months (February to April), Cash . 
receipts from dairy enterprise were relatively very much regular throughout the 
year.. However, it was relatively more during the six months from (August 
to January than during the remaining six months from February to July, being 
60% during the former, which coincides with the availability of green 
fodder, and about 40% during the latter period, in which livestock depends 
mostly on dry stock and straw. Cash income from non-farm activities (which 
includes mostly wages and hire) is likewise much regular than that from crop en- 
terprise, but it corresponds to the tempo of agricultural activity during the year. 
Thus on the whole about 15% of the cash income was received during the first 
four months from July to October, about 25% during the next three months 
from November to January, about 6% during the next three months from 
February to April and about 54% during the last two months from May and 
June (being 42% in May alone).* 


A conspicuous feature revealed by this analysis of periodicity is the high 
degree of irregularity of cash income of an average farmer. He begins the years” 
agricultural programme mostly in July and faces a prolonged lean period for 
about five months. Then there are two easy months, which are again followed 
by-a lean period of three months, which is the hardest time for farmers during the 
year when cash income is pitifully small. It is only at the end of the years’ pro- 
gramme that he obtains a substantial amount of cash to meet. his multifarious 
and pending obligations. 


On the. other hand the cash expenses are relatively more uniform through- 
out the year as is indicated by tables 6 and 7. 











E ee : a - TABLE 7 : _ g ' 
; Coefficient of Variability (VAD) pe ge 
Type cf enterprise : Cash income Cash expenses 
‘Crop enterprise : “115-82 , 96-21 
Dairy enterprise oa 18-72: -* 57:14 
‘Non-farm activity 46:20 ` i 64-47: 
Total detivity ari . ea: fa ae 83-88 : { 70-57 ` 





SS er A A A E EOE NA E E S AE EE NA AA A OT n 


-* These results are peculiar to the specific situation shown in tables land 2. 
Depending on the cropping pattern and the timings of production they may be 
different in different regions. 
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The irregularity of income and the comparative. regularity of expenses 
dramatize the role of credit and create compelling situations of financial 
dependence on others to tide over the lean periods, may be the private 
village money lenders, or the cooperative credit society, or any other agency. 
Besides, the low level of farm income creates a situation of deficit farm 
economy. A combination of irregularity and low level of income creates an 
odd situation of perpetual financial dependence which virtually amounts to 
continuous indebtedness; to private village money lenders.. Thus even. one 
indifferent or bad agricultural year creates a severe strain which can be: 
overcome over a ‘period of several years. And the monsoon is so freekish - 
that before a farmer recovers from one strain another bad season occurs.* 


“yes 
1 





* Practically every part of the country, even the climatically safest agricultural zone, 
experiences one bzd, three indifferent and one good years in every five-year cycle, 
That is the normal feature of our agriculture. 
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Hence even after a bumper crop. no reserves are created and succession of 

bumper crops is just a rare experience in Indian agriculture. Consequently the 

agrarian economy groans under continuous deficit and perpetual dependence ` 
and indebtedness. This is how the anguishing vicious circle gets created and 

continues in our agriculture, conditioning farmers’ outlook towards life and 

vocation, which is symbolized in the saying that ‘agriculture in India isa 

way of life and not a business.” One thing worthy of note in this connec- 

tion is the continuous distortion in the functioning of the rural economy 

eroding farmers’ confidence in fresh farm investments or their risk bearing 

capacities. This brings out two important conclusions :— 


(i) Even if the total income is adequate to meet the annual expendi- 
ture the irregularity and the prolonged periods of practically no income 
necessitate borrowing; and the interest paid reduces income, or adds to farm 
costs. (ii) Even remunerative and incentive farm prices will not be adequate ` 
to stimulate agricultural productivity unless they are accompanied by a 
progressive credit policy and adequate amount of credit. It is because of the 
peculiarity of the time element of farmers’ income, and secondly, because of 
the necessity of inducing the purchases of fertilizers, improved seeds and 
implements and insecticides, etc. 


MONETIZATION AND MODERNIZATION 


The foregoing analysis brings into prominance two important features 
of the agrarian economy: the closed and the deficit characteristics. The 
combined effect is tremendous and it limits the chances of and arrests the 
process of modernization of our agriculture. 


The irregularity of farm incomes can partly be overcome by rationali- 
zing the cropping patterns, ¿.e., proper crop rotations, extension of double 
cropping, introduction of new varieties, and introduction of market gardening 
where market situation permits. But the seasonal character of agriculture 
considerably limits its scope. Under the prevailing situation, therefore, 
reliance should mainly be placed on the different forms of livestock enterpri- 
ses to be combined with crop enterprises. Apart. from filling up the time 
gaps in farmers’ income this will strengthen the latter as well by utilizing 
and bye-products and by adding to soil fertility. This will overcome the 
deficit in farm economy as well as the irregularity of income of farmers. In 
actual practice it amounts to diversity of farm enterprise. It seems to be 
necessary on the grounds of both economy and development. The low level 
of farm income originates in low yield rates, unremunerative farm prices and 
small scale of the farm enterprise. The last one is essentially the outcomé of 
a heavy pressure of population on land which can be reduced effectively only 
through industrialization in general. Regarding the price incentives for 
higher production a programme of supporting farm income may prove to be 
more stimulating and feasible than the price support programme. Regarding 
the physical production it is felt that stabilization of production, i.e., minimi- 
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zing the armual fluctuations and crop damages can go a long way in reducing 
the depend2ncy needs of farmers and thus in minimising the chances of 


farmers falling and continuing into the vicious circle. Besides, by checking 


‘the erosion of risk bearing capacity it will, on the positive side, create the 
precondition for building up enterprise and initiative for stimulating invest- 
ment, 


. Monetization of the farmers’ economy is related basically to both the 
volume and the pattern of production, since it is the marketable surplus 
which should normally get into the market or the. trade channel,* 
Quite ofter it is believed that specialization of production is the basic 
necessity for commercialization. We are, however, ‘inclined to feel that it is 
not so; any enhancement of production, under the existing situation of shor- 

_ tage of agricultural production, tends to increase marketable surplus. Mone- 

tization of agriculture is, therefore, essentially a question of changing the 

closed characier of agriculture and of farm life, and the establishment of a 

free market. The subsistence character of our agriculture and the traditional 

forms and tae outlook of the village life have perpetuated mainly because of 
the isolation of villages. Breaking up of this isolation by developing and 
modernizing transport (mainly road transport) seems to be by far the most 
important fector (though not the exclusive one) for monetizing the agricultu- 
ral sector, since it will put the farmer in. the larger and the more competitive 
environment. In other words the building up of the infra structure, there- 
fore, seems z0 be the basic factor in the complexity of planned. strategy in 
our agricultire.** Far from merely stage-setting this is likely to become an 
active, force or a change agent stimulating and accelerating the process of de- 

velopment by increasing the impact of market on production by establishing a 

free market{ and of urban culture on rural life. Lastly, reducing the discussion 


to the short and simple form and relating it to the macro-economic theoretical - 


frame-work on the development of traditional agriculture in India, in the 
ultimate anzlysis, the breaking up of the isolation of villages seems- to be the 
prime mover. 


* Monetization and the extent of sale (popularly termed as the marketable surplus) 
are not exactly co-terminus in scope and magnitude. For activising the farmers’ 
econcmy the former is a more influencial factor, since the latter, to the extent it 
involves forced sales, may simply add to the involvement of the farmer into debt and 
defic:t, and, to the extent it.involves barter transactions, it may eliminate the 
impact of the market (the price factor and the demand pattern). 

` *# This should not be interpreted to imply that the necessity of enhancing the crop 

- yields is not recognised as an important factor in bringing about farm prosperity. 
Farmers’ initiative and enthusiasm have not grown primarily because the gains 
(resu’ ting from price rise or increased productivity) have not been enjoyed by them in 
due proportions mainly because of the intriguing institutional and environmental 
arrangements of our agriculture. . 7 

f The extent of sales is not a correct index of the extent of commercialization of 
agriculture much less of monetization. What really matters is the activising influence 
on tke farmers’ activities, and it is related to the degree of freedom enjoyed by 
farmers in the agricultural market and in decision making in regard to production. 
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An important inference drawn from the foregoing empirical evidence is 

, that an addition of a cash income of about Rs. 50/- per month can pull the 

average farmer from the vicious circle and the deficit economy; and can 
substitute the former by an upward spiral. 


Secondly, the study provides an empirical evidence proving the invalidity 
‘of some of the basic assumptions: of micro-economic theory relating to pro- 
duction and distribution, such as ‘the profit maximizing motive of farmers, 


farm production being a techno-economic process, factors and product market 
operating under perfect competition and the process of valuation operating 


through the interaction of supply and demand.* 


te tn tt, 


* Itshows how the allocation of resources in agriculture is not guided by technc- 
economic considerations, how farmers’ independence in decision making is limitec, 
and why is the elasticity of substitution of factórs low. The result is that for 
attaining allocative efficiency in resource use in our agriculture the application -cf 
the method of production function loses much value; application of marginal 
productivity analysis in the theory of distribution becomes limited, and the economics 
of production in the non-monetized sector dees not fit into the frame of equilibrium 

. analysis. It brings out an important constraint causing difficultiés in understanding 
the economic behaviour of farmers and in suggesting measures for the economic 
development of agriculture and agriculturists, or for policy formulation. 


MOBILISATION OF FINANCIAL RESOURCES 
IN EMERGENCY ; 


Dr. G. C. TEWARI 
Institute of Social Sciences, Agra. 


Tux PROBLEM 


The most painful lesson that India has learnt in its conflict with Pakistan 
is that it can no longer depend on foreign assistances for its economic 
development. More so, when. such assistance is not always free from the 
vagaries of shifting political equations. The present need of the count-y is 
not only to maintain that level of investment which is essential to sustain 
rate of economic growth but also to provide for larger defence needs. While 
on the demand side the budget has grown in size and dimensions, on the 
side of supply, foreign loans and assistances prospects were never so bleak as 
they are' today. Eesource mobilisation for the future development of the 
country, therefore, by necessity has to depend on domestic resources. The 
need for correct inancial policies, to mobilise adequate revenue without 
causing harmful imbalances in the economy is, therefore, paramount. It may, 
therefore, be worthwhile at this juncture to have a review of the internal 
capacity of the country to provide the resources and the consequences 
following from diferent measures that may be undertaken. The measures - 
to be considered in this paper are: Savings, Deficit financing and Taxes. 


IMPORTANT PRINCIPLES OF FINANCIAL PoLtcy 


The budgetary policies, to be effective, must have an impact on imme- 
diate problems. The problems are: rising prices, difficulty in raising adequate 
resources for investment, a sharp decline in foreign exchange reserves and 
an urgent need to become self-sufficient in foodgrains and to induce people 
to do more work. In the light of these problems the measures to be taken for 
mobilising additional resources must take the following points into 
consideration. i 


(a) There stould be no inflationary increase in prices of necessities and 
such otker commodities which are important for defence industries. 

(b) National incentive to work is not reduced. ` 

(c) Savings are not adversely affected. 

(d) Resourcas are mobilised in adequate quantity.. 


(e) There i£ no mal-allocation of resources which will tend to lower 
the rate of economic growth in the country. 


The differen: measures of raising state revenue will be judged against 
these points, i . 
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Savings: 


One of the recent findings of National Council of Applied Economic 
Research is that the net savings in India rose by 80% in 11 years, from 
1950-51 to 1961-62, This optimistic picture regarding the behaviour of sa- 
vings is not wholly sustained when these figures are put to a somewhat closer 
scrutiny as under: — 


Years - National Savings and Income ralio 
1950-51 "8-1 per cent 
1955-56 9'9 per cent 
1961-62 9°3 per cent 


It means that there was only a marginal improvement in the ratio du- 
ring the eleven years under consideration. : 


‘The saving potential of the country is again to be seen against the 
following figures :— 


Sectors + Percentage of National Savings 


1. Household sector _ 80°25 per cent 
2. Government 145 per cent 
3. Corporation 5°25 per cent 


It shows that the largest contribution to national savings have come 
from the household sector. Read against the national composition of popula- 
tion in India where 82 per cent people live in villages, the potential contri- 
butors for future contribution to national savings must come from the rural 
household sector, where, it was found (by the same report) that 60 per cent 
of the household had negative savings. The limited scope of voluntary 
savings in India is further pointed out by the fact that 72 million persons in 
rural India earn not more than 19 paisa a day. For those who cannot dream 
of a belley full of food in the near future, savings in any form is not even a 
distant possibility. Among the more fortunate sections, it was found (by the 
NCAER report) that dissaving continued till the household exceeded 
Rs. 1,200 per annum. The household having an income of Rs. 1,200—1,800 
per annum had an average saving income ratio of 2:7 per cent; the highest 
being 19 per cent in the case of those who had an income of Rs. 4800— 
Rs. 7,200 per annum. Since 1961 the prices of all the commodities have 
risen, and so saving for households having an income upto Rs. 2000 per 
annum is unthinkable. It is a fair guess that the line between savers and 
non-savers has now shifted beyond Rs. 2000 per annum per household. 


The obvious conclusion from these estimates is, therefore, that while 
proper inducement, institutional changes and better organisation may some- 
what call forth larger savings in future, the contribution of this sector is not 
going to be significant in the near future. Hence in the context of the present 
needs reliance on this score is ruled out. 
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Deficit Financing: 


Deficit financing has always been a grèat attraction for the politicizns 
as it hardly involves any positive decision likely to prove ‘unpleasant to any’ 
section of the community. “Upto a point deficit Ananing is not only per- 
missible but even desirable in a developing economy.” The following table 
shows the rate of deficit financing in the pattern of public expenditure in 
recent years. 

(Rs. in crores)* 


E EU e 








Items 1951-8 1952-59 1959-54 1954-55 1955-50) Total 
Plan outlay  .| 260 267 343 476 |. 614 | 1960 
Deficit financing 2 44 |. 36 94 157 333 


1956-57] 1957-58] 1958-59| 1959-60] 1950-61] Total 1961-62 1962-63 
Plan outlay 633 | 984 | 1001 | 1011 | 1071 | 4600 ` 
Deficit financing | 253 | 496 





136 112 -49 948 168 171 





Deficit financing, in the Second Plan, injected a heavy dose in -he 
economy amounting to Rs, 948°0 crores, the effects of which soon began to 
be manifest in the lowering of the consumption level. This necessitated 
a change in policy as deficit financing could not be stepped up without far- 


ther reducing the consumption level. It was observed that “it would - 


be quite unrealistic to assume that deficit financing of the order can rot- 
be maintained for any length of time without inviting inflation. The 
road to inflation is easy enough but it opens the flood gates which would 
later be impossible to close’. The need of keeping the inflationary trend of 
prices in check is definitely more urgent today than it was at. any time- in the 
past years. The sharp rise in foodgrain prices in the course of last: year 
(which in many regions had become more than -50 per cent) and which as 
a consequence gave rise to a demand for rises in salaries and wages at all 
levels, is a strong indicator to reveal the highly precarious price situation 
within the country. Besides-this, the ability of a democratic state govern- 
ment like India to check quickly and effectively the price rises, once the- 
spiral is on, is very much doubtful. This fact needs no confirmation. Pr.ce 
rise can be checked to some extent through appeals of patriotism in the fece 
of a national calamity (this is being done by the government ever since the 
Chinese aggression), but once the danger is gone or even when it lasts for a 
long time (as the present conflict is expected to be) the people become accas- 
tomed to it, the urge of the people for the heroic deeds declines. Uncer 
these circumstances deficit financing in any appreciable degree cannot:be 
recommended. There is no reason to discard.the present policy of keeping 
deficit financing at a minimum. 








* Based on the Appendix of Union Budgets—The Indian Merchants Chamber—Economic 
Research and (id Foundation, Bombay, 1964. 





+ 
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Taxes: 


From th: point of view of revenue budget the importance of a source ' 


lies in the percentage contribution that it makes to the total revenue. The 
current revenues of the central government, therefore, consist mainly of the 
resources unde- taxation. This-is obvious from the following table. 


Net Tax and Non Tax Revenue* 


(Rs. in crores) 








Items °50-51 °51-52 55-56 60-61 "61-62 62-63 

Total Revenue 402°3 504:3 551'8 1058°9 1214:5 1680: 7 
(100) (100) (100) (100) (100) (100) 

Tax Revenue 348:6 448-9 474:5 892°4 1036:7 1265:9 
(86:5) (89:0) (86: 1) (89: 2) (85:3) (75:3) 

Non Tax Reverue 53:7 553 773 166:5 177°8 414:7 
(13:5) (11:0) (13:9) (10:8) (14:7) (247) 

National Incon= 9530 9970 9980 14160 * 14800 15400 





The overall predominance of tax revenue has continued throughout 
the decade. Even though its share in total revenue has shown a declining 
trend, in 196253 it still contributed three times as much as the non-tax sources, 
and made up 75°3 per cent of the total revenue. The non-tax revenue has 
shown significant bouyancy; its contributions to total revenue have risen 
from 13'5 per cent in 1950-51 to 247 per cent in 1962-63. But, inspite of 
this good reco-d, it could not reach to a mere one-third of the total revenue 
even in the years of its best performance, while taxes, inspite of their falling 
rate of increase, contribute to three-fourth of the total revenue. It follows from 
this that, thouzh the contributions from non-tax sources are significant from 
a long term perspective, for the immediate short-term need of the country we 
have to look eBewhere. The emergency is a purely short term phenomenon, 
at least in reation to the age of maturity of the non-tax revenue, and so a 
solution has w be found out from within the existing sources and not by 
pointing to nwseries of future revenues. 


The take further reveals that the tax revenue has gone up by 
150 per cent between 1951-52 and 1962-63, while the revenue expenditure 
during the same period has mounted up by 28 per cent. This trend should 
be partially resdonsible for the inflationary conditions that have been exert- 
ing strain on the Indian economy during the plan periods. Within limits, 
which are to b= determined with respects to the secondary and tertiary effects 
of such measuces, the solution lies in bidding up the taxation rate so as to 
minimise the existing gap. In terms of national income also there is a scope 


for raising taxes. The total tax receipts as a percentage of national income . 





at current prices has risen only moderately from about 7 per cent in 1955-56 


* Ibid. 


Jen., 1966] MOBILISATION OF FINANCIAL RESOURCES 97 


to 9:0 per cent in 1960-61. The present rate of 11 to 12 per cent is also a 
moderate line ifseen in the context of the responsibilities of national deve- 
lopment that history has placed on the shoulders of the present generation. 
A rate of 18 to 20 per cent should not mean a very heavy sacrifice if nation 
has to be built in the shortest possible time. 


It follows from the above analysis that there is no escape from finding 
a cushion for the emergency needs within our tax structure. The choice, 
therefore, is not between tax and non-tax revenue, but between the various 
taxes which should be tapped in order to meet the need of the hour. 


Direct and Indirect Taxes: 


At the present juncture of the two varieties of taxes, direct and indirect, 
the tax revenue has come mostly from the latter. The relative position of 
the two varieties of taxes is shown in the following table:— 











Direct tax as a Indirect tax as.a 
Years Total revenue percentage total of | percentage total of 
net tax revenue. net tax revenue. 
A ES A A ee 
First Plan 1973:57 29:74 69-36 
. 1956-57. . 493°76 28:33 `’ 69:96 
1957-58 575:33 | 25°43 i 71:73 
1958-59 553*07 27°39 69:24 
1959-60 642-44 27: 56 69°40 
_ 1960-61 730°14 26:32 71-02 
Second Plan a 2994°74 26°94 70°31 


ae SE ae EL TL a LLL TIN 
Source : Based on table VI, p. 17. Union Budgets, The Indian Merchants Chamber— 
Economic Research and Training Foundation, Bombay, 1964, 


Besides the marginal contribution of the direct taxes to the total tax 
revenue in all the years, what is important is that they are becoming pro- 


gressively unimportant in the tax structure. There is a bluntness in approach 
in the case of direct taxes which activises the opposition of the community 


immediately and sometimes, disproportionately highly. This limits the scope 
of expansion in' the case of direct taxes. Thus, to quote an example, inspite 
of the lowering of the tax level to Rs. 3000 per annum, the income tax in India 
could cover only about 0:5 per cent of the total earners. But in the present 
context of our society the most important fact to be taken into consideration 
about direct taxes is the creation of ‘black money’ and mal-allocation of re- 
sources to less essential and even wasteful sectors. In the face of increasing 
direct tax pressures on incomes the most prevalent inginious method of tax 
evasion is tocconstruct palacial residential buildings, or such other luxur] 
goods, and to under-value them in order to escape the grip of taxes. 


98 AGRA UNIVERSITY JOURNAL OF RESEARCH [Vol. XIV 


The skare of direct taxes declined from 27'5 per cent in 1950-51 to.26:3 
per cent in 1960-61, while during the same period the share of indirect taxes. 
has remainel almost the same. In terms of buoyancy of yield also the indirect 
taxes have a distinctly better record than the direct taxes. Thus as against an 
increase of £7*7 per cent in the total revenue over the decade, direct taxes 
could be increased by only 37'4 per cent while indirect taxes have increased 
by 53°7 per cent. 


Within the tax structure thus, the sector of direct taxes does not promise 
any sizable contribution for the emergency needs. It is, therefore, in the 
realm of indirect taxes, as usual, we have to look for the additional revenue 
requirements. , 


“ANOTHER Way oF LOOKING AT THE PROBLEM 


Another way of looking at the problem is to narrow down our net with- 
in the tax structure and look for the possibilities of expansion of different taxes, 
A review of the Union Budgets over the past decade and a half reveals that 


among the taxes Custom Duties, Union Excise Duties, Corporation tax and - 


the taxes on incomes have been the main pillars, accounting for more than 
50 per cent of the gross collections. They have also maintained a fairly 
steady rate of expansion. The search for additional revenue may, therefore, 
be further narrowed down to the examination of these prominent heads of 
tax revenue. The following table reveals the respective performance of these 
taxes during the First and the Second Plan periods. 


PERCENTAGE OF ToTAL Tax REVENUE* 








Year Custom Excise Duties [Corporation Tax Income Tax 
1950-51 34:3 14:7 i 8-8 29:0 
1955-56 29:6 258 6:6 234 


1962-63 14°6 35:6 13:1 11-3 





_ It will be marked that during the two plans the items have 
changed their.ranks in regards to their percentage share in the gross revenue. 
Customs have ceased to be the main component of revenue in 1962-63, while 
Union Excise Duties have shown remarkable buoyancy over these years, 
Income tax has been highly uncertain and fluctuating. 


The recent trends also suggest a progress along the same lines. The 
revenues on customs account have recorded a further increase during the 
following foar years. The total collections under this head during four years of 
the Third Five-Year Plan is estimated* to aggregate Rs. 11146 crores com- 
pared to Rs. 817:6 crores in the Second Five-Year Plan period. A part of 


* Ibid. 
* Ibid, 
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this increase in the zustoms revenues was due to higher imports of machinery 
and equipment during this period and also due to the enhancement of rates. 
“and the general su-charge on all import duties. Revenue- from excise duty, 
continued to occupy a prominent position accounting for more than 'one- 
third of the gross revenue collected by the centre. The revenue under Income 
Tax has, as usual, keen uncertain. Only in 1962-64 when surcharges were 
imposed did this item made a significant additional contribution of Rs. 20:6 
crores to the centra" revenue. The total gross revenué collected under these 
four heads accounted for nearly 77 per cent of the total gross revenue collected 
by the centre in 1934-65. 


Basing our judgement on the trends. revealed ‘in the above: -analysis we 
may conclude as follows:— 


(i) The possibility of raising additional revenue from custom, by. in- 
creasing the volume of imports is not at all bright—particularly so in the present 
- context when strict import restrictions are being advocated for. Enhance- 
ment of the rates, as in the past, is not suggested as it will increase cost of 
the essential items which are needed for the defence and developmental 
purposes. 


(ii) Taxes on incomes have shown a declining tendency. Besides this, 
disincentive aspect to save and invest has also to be reckoned with. The political 
cosiderations also cennot be overlooked. The memory of recent surcharges 
being still fresh, in the minds of the public it may not be the right field to look 
for additional revenzes. : 

(iii) Excise Cuties and Corporation Taxes have shown considerable 
buoyancy in the past. These may, therefore, be more suitable avenues for 
meeting our curren: needs. 


(iv) Of the two taxes, Excise Duties and Corporation Tax, the former 
offers more opportunities than the latter. The increase in the revenue from 
Corporation Tax in the past has been primarily due to the upward revision in 
the structure of rates. Any further squeezing in near future may, therefore, 
be not advisable in view of the likely deterrent effect on entrepreneurs. In the 
case of Union Excise Duties, a feature of the new levies, especially in 1963-64, 
was that the excise net was cast deeper and not wider. Thus while both 
these sources could be appead through with requisite degree of caution in the 
present case. ; 


Wear 18 TO BE TAXED 


The discussior would not be deemed complete without. a` reference to 
the commodities to be taxed. However, a cut and dry list in this behalf, 
is beyond the scope of this paper. We can only indicate certain guide lines. 
Coarse and inferior ‘grains and items of necessities of workers cannot 
be taxed, for. they would push up the cost of living of those who 
are least equipped to bear- the burden. Since -the state -of collective 
bargaining and even state action enjoins that minimum wage be linked with 
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the cost of living, taxation’ will lead to an increase in factor price, and ‘may 
even lead to inflation. Also commodities néeded for defence can not “be 
touched. The other effects of taxation 7. e., on savings and willingness of the 
people to work, have also to be. kept in mind. 


These exemptions, do, of course, narrow our scopes and limit the 
avenues of revenue. - However, the difficulty is not unsurmountable. Working 
within the framework of a planned economy it should never be difficult to 
` avoid taxing those items which affect the factor prices seriously or go against 
the development strategy within the country and. still to have adequate 
revenue collected through. commodity taxation. The whole range of the 
luxury and serai-luxury' goods, present a sufficiently large pool from which a 
little more can be drawn in times of national emergency. If need be, the 
range can be <urther extended to include a few items of comforts as well. 
This is not to become a kill-joy to those who are habituated to these articles, 
but only to avoid the path of greater sacrifice.. 
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AN URBAN 'APPRAISEMENT 


A.R. TIWARI . 
Head of Dept., of Geography, St. John’s College, Agra. 


Any urban area of appreciable size and age is a dynamic organism 
constantly in process of evolution. The urban growth is necessarily a conti- 
nued one, being limited by the physical details of the terrain upon which it 
is being developed, by the structural form already attained and, equally 
important, by personal choices and prejudices of the individual members of 
the society. Thus it is a product ofa society acting under the influence of 
various energising stimuli and constraining factors which vary in effective- 
ness through time ani so, of comparison, they must be considered in relation 
to specific time or period. 


Town morpholcgy is expressed in term of (i) functional differentiation 
and (ii) the physical form and disposition of its component buildings. Differ- ` 
ences in one or both of these give a basis for the recognition of (i) the stages 
of its growth through time and (ii) the morphological sub-divisions, or urban 
regions, as they exist within it at any given time. 


This paper, based on an urban survey isan attempt to apply these 
principles of urban geography and to follow the gradual evolution of the 
existing urban regions of Firozabad. A survey of this nature was first carried 
out in the city of St. Albans in England by H.S. Thurston in 1947-48, Such 
an introspection natirally introduces problems which may be grouped 
under three main headings (i) the choice of relevant data to be recorded, 
(ii) the method of recording such a data in the field and (iii) the use 
of such data to give notonly a picture of the town as it is at present but 
also as it existed at specific times in the past. 


In carrying out this particular survey a fractional notationt was adopted 
with some slight mod:fications suited to Indian conditions as it could be done 








* H. S. Thurston—St, Abans—a study in ‘Urban Geography’ y” (Unpublished M.Sc. thesis, 
Univer:ity of London Library). 
+ Numerator:— 

(1) Manufacturing Izdustry—(i) Clothing and textile, (ti) Engineering, (iti) Paper, 
Cardboard boxe:, (iv) Food and drink, (v) Scientific instruments and machine and 
machine tools, (vi) Printing, (vii) Bangles and glass goods, (viii) Electrical, 
(ix)—(a) Leathe- goods, (bj Shoes, (c) oil mills, (d) Brass works, (e) Stone work, 
(£) Zari ka Kam, (g) Dal Mills, (h) Flour Mills, (i) Ice Factory. Á 

(2) Whole-sale and V/arehouses—(1) Warehouse, (ii) Building yards, (iii) Coal Depot, 
(iv) Petrol Depct, (v) Scrap merchants, (vi) Timber yards, (vii) Stables and Stands, 
(viii) Store hous=s. ` 


(Contd, on next page) 
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equally for any other town. By this method the full details of any building are 
reduced tc a fraction with three figures in the numerator and threein the 
denominator. The numerator presents a functional picture of the building 
concerned and the denominator gives its structural details. 


In the numerator ¡the first digit gives, the major functional group into 
which the building falls—manufacturing industry, wholesale and warehouses, 
retail shops etc. and the second digit is combined with the first to indicate 
the function in further detail. Thus for each major group of functions (viz. 
Industrial’ it is easy to record upto nine sub-divisions so as to suit the town 
under review (viz. 1-Clothing and textile, 2-Engineering and so on). Finally 
the last cigit in the numerator denotes the number of floors occupied by 
the function concerned. 





(Contd. fron previous page) 


(3) Fetail Shops—(i) Shop designed to occupy a whole building, (ii) Shop designed to 
snare a building, (iii) Shop converted from a pre-existing building (wholly or 
partly, (iv) Shop occupying a single room in a pre-existing building, (v) Post 
Office in a building.. 

(4) Commercial Houses—(i) Banks, (ii) Insurance Companies, (iti) Business offices, 
Cv) Employment Exchange. 

(5) Legal Affairs—(i) Public houses, (ii) Provincial and Central Govt. (iii) Schools and 
Colleges, (iv) Water and Electric Supply Co., (v) Railway, (vi) P.W.D. pre- 
mises, (vii) Hospital, (viii) Historical relics. 

(6) Recreation—(i) Cinemas, (ii) Parks and open spaces, (iii) Sewage Pools and 
grounds, (iv) Public Houses, (v) Public Halls, (vi) Clubs, (vii) Restaurants and 
Dhabas. 

(7) Dwellings—(i) Residential Hostels, (ii) Blocks of flats, (iii) Small continuous 
houses (terrace houses) with balconies, (iv) small continuous. houses (terrace 
Aouses) with front verandahs, (v) Detached small kothi, (vi) Detached small kothi 
with motor garage, (vii) Small residential Pakka houses, (viii) Bungalows with 
2xtensive grounds, (ix) Modern terrace houses of reinforced concrete (Refugee 
Blocks). 

(8) Workshops—(i) Watch Makers, (ii) Boot repairs, (iii) Tailors (vi) Laundry, 

(9) Religious buildings—(i) Churches, (ii) Temples, (iii) Mosques, (iv) Gurduaras, (v) 
Cemetries, (vi) Burning ghats. 

Number ef floors:— 
(i) Dne storey, (ii) Two storey, (iii) Three storey, (iv) Four storey. 


Denominator :— 
(1) Walis—(i) Reinforced concrete, (ii) Bricks, (iii) Stone, (iv) Timber, (v) Corrugated 
iron, (vi) Plaster, (vii) Flint (viii) Asbestos, (ix) Mud. 
(2) Roofs—(i) Conerete, (ii) Tiles, (iii) Stones, . (iv) Timber, (v) Corrugated Tron or 
Tin, (vi) Canvas, (vii) Thatch, (viii) Asbestos, (ix) Mud. 
(3) Area—(i) Built before 1800 : 
(ii) a » 1800-1900 
(iii) » «+ 1901-1918 
Güv} ss  » 1919-1939 
(v) » after 1940 
e.g. *91/115=one storey modern terraced house of reinforced concrete built after 1940. 
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In the denominator the first two digits give details of the material 
used for the walls and roofs of the building and the third digit indicates the 
period during which it was constructed—the limits of the periods being chosen 
to suit the town concerned. l : 


When any building is shared by more than one function one of the 
two methods of recording can be adopted—(a) Ifthe building has been 
modified functionally, in whole or part, then the fraction records the original 

. function and the modification is shown in brackets after the numerator [e. g. 
772/214 (341)=a two storey small residential pakka house built between _ 
1919-1939 of bricks and roof of concrete in which one room on the ground 
floor is occupied by a shop]. (b) If the building has been designed to | 
accommodate more than one function, each can be shown (together with the 
number of floors so occupied) over the common denominator [e.g., (321 +722)/ 
225=a post 1940 building of brick with concrete roof designed to accommo- 
date a shop in the ground floor with two floors of flats above]. 


The municipal map (Fig. 1) of Firozabad on ascale of 1 /600 was used as 
a base map to record the data. Where there was much functional or structural 
variety of buildings and it was found impossible to note the fractions them- 
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selves on the face of the map, each building or group of buildings had to be 
- given a serial number which was then repeated with the appropriate fractional - 
notation on a separate record sheet. In homogenous sub-urban areas, "= 
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200’ (1/2400 map served the purpose. In such areas the process of 
recording w:s further simplified by considering blocks of buildings, similar 
in all respects, rather than taking each one individually and the number 
of individual units wa: putin brackets after the fraction [e. g., 772 (26)/214= 
Twentysix bu ldings (kouses) of the type described above]. 
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In analssis this system is easy to operate since the most important 
digits—the first and lest in the numerator and the last in the denominator — 
are easy to pck out Ey eye. Thus several maps of the town were prepared 
from these fractions to show major functional groups, functional sub-divisions, 
distribution cf structural features such as material used in walls, roofing 
material, number of storeys and age groups. By superimposing the many 
maps upon each other it was possible to recognise the extent of the urban 
regions as thez existed at the time of the survey. 


The survey of Firozabad* involved the recording of 8941 separate 
buildings or groups of buildings and a small sample is given here. It will 
be found tha the fractional notations properly analysed are very helpful in 
delimiting tre various morphological zones; and in addition a fruitful’ 
source for recording relevant data on maps. - 


x Srivasteva, S,S.—Urban regions of Firozabad. 
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It will not be >ut of place, at this juncture, to first consider the position, 
site and growth of Firozabad. i 


Firozabad, which in point of size is the second town of Agra district, 
lies in 27° 9’ and 7&° 23’, on the state highway from Agra to Mainpuri, ata _ 
- distance of 26 miles east from the former. It is a place of no great antiquity 
and is said to date from the days of Akbar. The story goes that Raja Todar 
Mal, when returning froma pilgrimage to Gaya about 1566, stopped at the . 
village of Asafabad to the south-east of the town, and was there insulted 
by the inhabitants. The emperor, on hearing of the matter ordered one 
Firoz Khwaja, a ecnuch’ of the court, to destroy the old town and build a 
new one, to which the name of Firozabad was given. Thus the Moghul 
eunuch chose the >resent site of the town as a result of fanatical frenzy and 
hence it is an arbitrary choice without any careful selection. ` 


As Firozabad has always been overshadowed formerly by Chandwar, 
three miles south of Firozabad town on Firozabad-Fatehabad road, a 
stronghold of Chauhans of Kannauj and later by Agra, the seat of Moghul 
kings, so its name has not been mentioned in any of the historical records 
ofthose days. The first mention of Firozabad town is made in the ‘Munta- 
khabut Tawarikh’ by Abdul Qadir Tbn-i-Muluk Shah known as Al-Badauni, 
in connection with the history of Akbar's reign in 1580 A.D., when the town 
was only 14 years” old. Writing in 1665 A.D., Taverneir, a French trave- 
ller mentions Firozabad as a “smáll town”. 


The first reliable map of the town that gives some information about 
the site of Firozabad is the settlement map of 1840. This map, prepared by 
C. G. Mansel, shows two sites of the town; the northern site is a small 
crescent shaped setilement lying on both sides of the southern boundary of 
Sukhmalpur and th= southern site is a m shaped bigger area lying where the 
boundaries of Akbarabad,. Mohammadpur-Gajmalpur, Rasulpur and Pempur 
meet, 


The present urban sprawl of Firozabad hides many a important 
physiographic features which once determined the actual site. To the south 
of the town, towards the Jumna the surface is broken by deep and extensive 
ravines uneven and cut up by small channels leading to deeper hollows, 
while to the north of the town the area presents a level expanse of upland, 
of which the surface is only broken by one or two inconsiderable affluents 
of the Jumna, such as Jhirna, Sengar and Sirsa. The immediate neighbourhood 
of the Jumna is refizcted in the geology and relief of the site which is entirely 
built of alluvial deposits. The higher ‘bangar’ rich in concretion and nodules 
of calcium carbonate occupies the southern and south eastern part of the town. 
The highest point of the town is 541” near the marble tomb of the founder— 
Firoz Khwaja. Most part of the town is encircled by the low lying areas on 
three sides, so it enjoys great advantages for the purposes of natural drainage. 
But low lying land suTers from drainage disabilities. Flood isa very common 
feature. í 
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Process OF GROWTH 


The evolution of any town involves both a modification of long establish- 
ed functions ard the addition of new functions. The two well known forces 
in Geography—Contrifugal and centripetal apply well in a town like Firozabad. 


Firozabad started from scratch in 1566. During Moghul times it was 
a maze of squalid, pestilential lanes and the cultivated area pressed upto 
the very skirts of the settlement with very few open spaces. Agriculture 
was an occupation of importance. In the 18th century the pre-industrial 
town of Firozabad continued developing like the bee’s honey-comb, by adding 
cell to cell, the whole being uniform in texture although political frictions 
and resultant wars had obviously restricted the normal growth of the settle- 
ment. The buildings were crudely built and the pre-industrial complex was 
a compact closed settlement unit. 


In 1803 Firozabad became a tahsil headquarter and traffic increased 
towards the middle of 19th century.with the improvement of roads and 
increased further with the advent of the railway in 1862. Now the town 
could derive advantage from the trade and administration of its surroundings 
as well as from the long distance traffic along the main through routes as 
the town now formed the stepping stone in the march of goods. Domestic 
industries flourished. In 1868 Firozabad was constituted a municipality. 
Uptil 1891 building was for the most part of one storey only as can be seen 
in the outskir:s of the city and the growth of the city was mainly a horizontal 
extension. 


In the first decade of the present century the town emerged as a real 
centre of regional affairs, as a cultural, economic and administrative focus 
for its environs. Different communities intermingled resulting in the varieties 
of activities, The market place and its numerous off-shoots became the 
centre of town life grouped along the historic highway. Rental houses 
were built with the opening of glass factories. It 1s important to realise 
that this urban growth took place without any planning along the roads 
which were zouñtry tracks approaching the town before ever they became 
urban thoroughfares. Factories were built on these outskirts among 
the country houses and gardens specially towards the station road. 
Surrounding villages of Rasulpur, Pempur, Hajipura, Dedamal, Nagla Mirza, 
Nagla Bari and others, absorbed workers from the new factories in the 
environs, ard houses spread along the roads between the town and these 
villages. 


As the outer shell of the town grew horizontally, so to say, its interior 
likewise expanded vertically. Buildings were freely made and congestion took 
place. 

Thus Firozabad experienced an unconscious growth till 1941 leaving 


everything to take its natural course. This growth was intensive rather than 
extensive and the tendency to concentrate and centralize were the charac- 
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teristic features o? the town. In many ways the increasing urbanization 
seems to have involved a centripetal process by which religious groups and 
castes were being separated out in terms of residence within the central part of 
the town, where even today we find a much greater diversity of offices, ware- 
houses, cottage shops and restaurants. The very names of such mohallas like 
Islamaganj, Karbala, Katra Pathanan, Muslimabad, Mohammadganj, Rasul- 
pur, Mohammadpar, Hussaini and Hajipura suggest religious segration in the 
town. Similarly, :nsecurity, tradition and mutual attraction of people of the 
same class, as well as site conditions have favoured the growth of select residen- 
tial quarters. Katra Sunaran, Lohian, Joshian, Halwaiyan, Dakian, Gali 
Pansarian, Gher Bohran, Naqqarchi Tola, Chirimaran, Mainaran, Nal Bandan, 
Qassaban, Vakilpura, Jatavapuri, Shishgaran, Chauhan and Kanjar House 
are some of the examples of social cleavages and social-economic stratification. 
Thus the different mohallas are juxtaposed rather than welded together in 
Firozabad town. 


The poor, uneducated workers come from villages and settle down in the 
centre, It has become congested. Therefore the middle class people, in 
pursuit of better environment ‘are shifting themselves towards the west, north- 
east, south-east ancl south-east peripheries of the town in Hajipura, Jatavpuri, 
Vakilpura, Rasulpur, Mohammadganj, Bagh Hundawala, Prempur gate, Tila, 
Chandwar gate, Kotla and Karbala. This process has resulted in the separa- 
tion of work place and residence. Consequently a business area has gradually 
emerged on both sides of the historic highway —the Agra-Mainpuri road. This 
principal thorougkfare is characterised by the co-existence of related attributes. 
It is both a business street and a traffic artery which is variously called 
‘strong street development’, ‘a business thoroughfare’ or a ‘business street’. 
Nucleations have appeared as peaks of development in this string street at 
spots where it semds off short spurs down the major cross streets, Markets of 
Ganj road, Jalesar road, Katra Pathanan, Katra Sunaran, Bazaria on Fateha- 
bad road, Attawa-a road, Gali Bohran, Sheikh Latif road, Purani Mandi road, 
Imambara road, Andiai road and Nala road are all examples of such commer- 
cial sub-centres o7 off-shoots sent by the string street, In various wards and 
` mohallas several sparsely settled urban fringes appear to serve the immediate 
needs of those localities, 


The concentration of commerce and retailing on the central street and 
its off-shoots operated as a powerful magnet attracting the movement and 
increase of population from the rural areas. This heavily affected the land 
values. In the ccre the compact houses can give space only when they are 
built vertically. Therefore new colonies are developing on the outskirts, 
Examples of such development are Ghalib nagar, Azad nagar, Rahi-Nagar, 
Subhash nagar, Arya nagar, Teachers’ Colony and Sindhicolony. These are 
forming a semicircular ring round the older area. 


Modern growth has brought marked functional differences in the space- 
structure of the urban-complex. Several functional zones are found with 
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Chandra Prabhu, Kauapara, Duli, Southern part of Chauban, Nim Chauraha, ` 
Gher Asgharan, Purani Mandi, Sheikh Latif, Imambara, Sheshgaran, Andiai 
and Sadar Bazar North to the north of the main road and Sarai, Lohaian, 
` Sadar Bazar South, Char Khokhal, Madhoganj, Halwaiyan, Bazaria, Galla- 
mandi, Chau, Sabzimandi, Attawala, Dakiyan, Gali Kani, Naqqarchi Tola 
and Gher Bohran to the south of the road. Buildings expand laterally as well 
_ as vertically. This region is characterised by crooked lanes, narrow alleys, 
filthy and rickety streets and multistoreyed houses clothed in the flesh and 
blood of the Muslim period. There is more of mediaeval building than actually 
appears. 


The Middle Zone: 


It is a transitional zone not merely in location-but in character too. It 
includes the area bounded by the circular road to the north; the nala to the 
east and the station road to the south and Katra Sunaran road to the west, 
This zone was built up during the nineteenth and early twentieth centuries. 
During this period most building was effected by private enterprise and there 
was no restrictions on the density or type of building. Majority of houses 
are pucca although kachcha houses may also be seen by the side of grave 
yards or the nala. Mohallas that surround the inner zone have the most 
dingy look although the whole region is known for the general flimsiness of 
its domestic buildings. Much of the population is lost in the darkened 
alleys. 


The Outer Zone : 


Itis the zone what has emerged mainly during the past thirty years, ` 
although its development began at the end of the first world war. Industria- 
lization and the railway have added this outer area of more open settlement 
on the periphery of the town. Here is relatively low density of building’ per 
unit of ground. One family houses are mostly found. Government buildings 
like Govt, Roadways Bus Station, Railway Station, S, N. Hospital, Water - 
Works, and Electric Supply are situated in the western part of the zone. The 
northern and north western parts of the zone is occupied by educational institu- 
tions. The southern part of this zone is a clearly defined industrial sector. 
Galib Nagar are residential areas. Thus the outer zone is the latest develop- 
ment of the town. 


Roads, railways and other means of communication are the “arteries of _ 
the town” as the nerves and pulses are the arteries of the human body. 
Without these arteries the urban life comes to a standstill—the town dies. In 
fact the beginning o? the transportation of men and goods is the beginning of 
civilization. Both internal and external transportation systems are important. 
Through these life lines the urban complex maintains its connection with the 
surrounding countryside. For a town is likea big tree, the bigger the tree 


the larger is the area it needs to spread its roots and draw on for its growth.* 





* ‘Tiwari, A. R.—Ph.D. Thesis,—London University Library, p. 179. 
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Since no ci-y lives to itself, it serves other areas which can be said to consti- 
tute the city’s “Market region’ and in turn the region serves the city, it is 
necessary to analyse such ties which bind the city to its region.) In conclu- 
sion we mzy safely azree with Prof. Smailes that the “towns do not exist in 
vacuums cut off from the contiguous areas along clear cut municipal boundary 
lines. On the contrary, they are always intimately related to areas larger than 
the mere sizes they occupy.”? 


Ellefsen in his ‘City-Hinterland Relations in India’—points out that 
‘In India with a large rural population dependent mostly on primary activi- 
ties, and where rural urban differences are sharp, the hinterland may best be 
studied at this early stage of its development by regarding it as that area 
adjacent to the contiguously built up area which exhibits physical, economic 
and demographic characteristics resembling the city more than the isolated 
rural areas.3 In the following pages an attempt has been made to analyse 
the close bonds which tie the city to its field according to the following 
- indices :— 
(i) Density of population z 
(ii) The sex ratio stated as a percentage of males in the population 
(iii) The proportion of literates in the population 
(iv) The proportion of persons dependent on non-agricultural occupa- 
tions . 
(v) The proportion of persons dependent on commerce stated both as 
a percentage of the total population and as a percentage of non- 
agricultural population i 
(vi) Bicycle-distance 
(vii) Milk supply zone 
(viii) ‘Vegetable supply zone 
(ix) Bullock cart zone 





1. Alexander, John. W.—The Basic-Non-basic Concept of Urban Economic Function— 
Eco2-Geog. Vol. XXX, July 1954, p.246. 


2. Smales, A.E.—‘‘Geography of Towns”, p. 156. 


3. Ellesen Richard A.—“City Hinterland Relations in India with special reference to 
the Hinterlands of Bombay, Delhi, Madras, Hyderabad and Baroda'”-—India's Urban 
Future—Edited by Roy Turner, 1962, Bombay, Oxford University press, p.96. 
Ellessen's study employs a different technique and his methodology has been followed 
for the first five indices, given above. First of all raw demographic data are convert- 
ed to proportions for each village. Then the value of each factor for each village 
is plotted on a map showing the administrative units (villages) surrounding the 
town. High values of indices of urbanization will be found immediately adjacent 
to the town and lowest values will be associated with places where access is most 
difficult, The urban ficld thus delineated will continue outward until a point 
is reached where factors méasuring the degree of urbanization equal the average for 
the rural area of that district sub-division (Firozabad .Tahsil). Villages that show 
valves lower than the rural average are left blank while those of higher values 
are shaded on the map. 
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(i) Density of population (Fig. 3) —The town exhibits a very rapid drop 
in density from the inrer mohallas (over 500 persons per acre) to the outer 
mohallas (below 100 persons per acre) but this rapid drop becomes all the 
more apparent on the landscape where the first villages outside the municipal 
limit are encountered. The average rural density of population in Firozabad 


THE UREAN FIELD OF FIROZABAD TOWN ` 


SHOWING VILLAGES HAVING INDICES ABOVE RURAL AVERAGE. 
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tahsil is1:04 persons ner acre. Above this general plane stands a peak of 
intense crowding in the form of Firozabad town which commands an average | 
density of 51°9 persons per acre. The map shows that Firozabad is encircled 
by 71 villages having a slightly higher density than the rural average. 


(ii) The sex ratio stated as a percentage of males in the population—The 
use of sex ratio as an indicator of city influence is most revealing in the ` 
case of such an industrial town which is highly masculine. The proportion. 
of males varies from 52:5% in Ward no. 8 to 62°4% in Ward no. 10 and’ on 
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the average tt is 567% for the town. For rural areas it is 53°8% but 
when individual villages are taken the figures reveal that 51 villages near 
the town havz a much larger proportion of males than the rural average 
sometimes even higher than the urban average. The map shows the distri- 
bution of such villages around the town. 


(iii) Tie Proportion of Literates in the Population—On an average 31:4% of 
the population of Firozabad town is literate as against 9°7% of the rural 
population. This shows a sharp contrast between the town and its environs. 
There are 47 villages surrounding the town having a higher. percentage of 
' literate people than the rural average. 


(iv) The Proportion of Persons Dependent on non agricultural Occupations for 
Their Liveliñood—Non agricultural livelihood in the Indian census includes not 
only those wko commute to the town but also those engaged in reproducing or 
marketing items for direct consumption such as building materials, handicraft 
products, fresa vegetables and milk. In the rural area around the town about 
38:19, of the population is engaged in non-agricultural occupations. Thus 
26 individual villages having a higher percentage than the average are shown 
on the map. 


(v) Th: Proportion of Persons dependent on oia Orly 399% of the 
rural population, on an average, is engaged in Commerce which is a clear 
pointer towards subsistence agriculture rather than trade and also towards the 
low purchasing power. Yet there are 32 villages close to the town which 
have a larger proportion of persons dependent on commerce, than the rural 
average. Similarly 41 villages have a higher percentage of persons dependent 
on commercz in non-agriculture population. The map shows 26 villages 
which have z higher proportion of both the total popolation as well as non- | 
agricultural population, dependent on commerce. 


(vi) Tre Bicycle Distance—Since its introduction in the country side, 
bicycle has proved an undeniable isolation breaker because it does not need 
any specific track. A larger number of commuters—students, milkmen, 
labourers, litigants, artisans and craftsmen—pour into the town every day on 
bicycles (Fig-4). 

(vii) ¿4ilk Supply Zone—It coincides with the bicycle zone because 
bicycles provide the only quick means of transport for bringing milk into the 
town from remote villages. Both these zones are plotted on the map. 


(viii) Vegetable Supply Zone—The map shows the area from where 
various types of green vegetables move into the town. These vegetables are 
brought into the town by bullock carts, ekkas, horse driven carriages. and by 
human transport. ape 

(ix) Ballock Cart Zone—Every morning one can see trains of bullock carts 
coming into the town from Agra, Shikohabad, Kotla, Chandwar and Jalesar 
bringing commodities such as wheat, peas, pigeon peas etc. On their way : 
back home they carry finished products and other consumer goods to be sold in 
the villages. The bullock cart zone has also been demarcated on the map... 
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CONCLUSION 


The above analysis of the ties which bind Firozabad with its urban field 
clearly shows that the area of the urban field of the town extends to an average 
distance of 7 miles outward from the town’s edge. Besides Agra-Mainpuri 
Road a network of dirt roads, cart tracks, camel tracks, mule paths and foot 
‘paths used by various indigenous forms of transport converge Firozabad ina 
spoke like fashion so the villages immediately. adjacent to the town possess 
values of indices of urbanization that are relatively higher than for villages . 
situated in the interior. Thus there exists a grading of the degree of urban 
impact with increasing distance and decreasing accessibility. 


“MARKETING RESEARCH” 
A TOOL OF BUSINESS SUCCESS 


: M. K. Sera 
Department of Commerce B. R. College, Agra. 


‘Marketing Research’ has been defined as “the gathering, recording, 
and analysing of all facts about problems relating to the transfer and sale of 
goods and services from producer to consumer”!, It has become essential 
as consumers attitudes ‘and behaviour in a competitive economy influence 
to a large extent the survival and profitability of business enterprises. When 
economic life was less specialised and individual firms were, for the most 
part, smaller than now, the ‘manufacture:s’ of the day often knew their 
customers personally. As a result, the task of determining consumer’s 
attributes and desires was probably relatively simple. When a shoemaker 
started to work on a pair of shoes he had the advantage of having talked 
directly to the purchaser to ascertain his needs. If the shoes were not 
satisfactory, the shoemaker heard about it cirectly. Today, in contrast, the 
typical shoemaker seldom knows much about the people who purchase his 
product. These people are usually scattezred so widely that they can be 
reached only by a complex selling organisaticn. The number of people and 
agencies intervening between the shoemaker and the salesmen who talk to the 
purchasers is so great that communication from purchaser to producer is 
almost inevitably meager and unsatisfactory. The manufacturer may not 
know the magnitude of his firm’s sales to consumers, where these sales are 
` being made, the kinds of people who are buying his product, and what these 
people like and dislike about it. Since the attributes, desires and reactions 
of these consumers are of such crucial importance to the survival of the 
manufacturer, it seems reasonable to believe that manufacturers could profit 
by enabling consumers to transit more adeyuately information about these 
things. 


Since consumers are frequently spread over thousands of miles- and 
since information about them may in each instance be difficult to ascertain, 
it is not surprising that people with specialised skills and interests are often 
employed to “establish and maintain the channel of communication from 
consumers to the businessmen who serve them. People who have specialised 
in this task call their speciality “‘market research”. Market research provides 
information on a wide variety of subjects such as the -effectiveness of 
advertisement, the preferences of consumers for different product designs or 
packages, current rates of sale, the intentions of consumers regarding their 
future consumption plans etc. All these types of information involve 





1 Journal of Marketing. American Marketing Association, Vol. 13, Page 210, Oct, 1948, 
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consumers and their attitudes and behaviour. Such research helps to reduce 
risks in two ways: — f 


First, -t provides current information on which managers may base ‘their 
decisions. or example, before deciding the flavour attributes of new food 
product, the manager may have ‘“Taste Tests’? made to estimate the number 
of consumers who prefer each of several versions of the product. Similarly, 
alternative promotional programmes may be compared by using each of them 

on a limited scale in test markets. The results of such research are always 
in the form of estimates, they reduce risk only to the extent that the estimates 
are better than those available otherwise. Moreover, although research can 
provide estimates of needed information, someone must still decide what 
questions to ask. For example, the appropriate questions may not be simply 
“what price is best” and “what kinds of retailers should handle our product” 
but instead “what prices are best for each type of retailers ?” The second 
potential contribution of research to marketing management is that of 
providing generalized knowledge or theory about the marketing process. What 
questions should be asked in collecting current marketing information depends 
ultimately on what factors are assumed to be important in a particular 
situation. This in turn results on the manager’s theory of how marketing 
operates. ost managers do not have formal, explicit theories about their 
markets, but practically all have some kind of rationale which serves the same 
purpose. Eventually, research may provide useful generalizations which 
can be inccrporated into these rationales. l 


' Business is rapidly’ coming to recognise that the greatest opportunity 
for increasiag profits lies in increasing the efficiency of distribution, and in 
turn, decrezsing the costs of distribution. There is ample evidence that the 
reduction o? distribution costs offers the greatest opportunity for securing 
competitive advantages. Other cost factors such as, labour, raw materials, 
factory prcduction facilities, and taxes are becoming progressively more 
standardized within industries. For example, manufacturers have much 
less opportunity today to gain a competitive advantage in labour costs, in 
fact, management is rapidly losing most of its control over these costs, Those 
who are in any way responsible for the operation or control of business 
activities, nave a direct interest in the rapidly increasing application of 
scientific method in the field of marketing. Manufacturers, service enterprises, 
wholesalers and retailers are compelled to devote more and more of their 
time to marketing problems. Top management is directly interested, for it 
knows that the continued existence of a business requires that haphazard 
methods of selling and distribution be replaced by more efficient policies and 
operations, based on scientific measurement of consumers, dealers and markets, 
The execut.ve must reduce the cost burdens involved in selling his products 
and services and must see to it that every possible waste is eliminated. 
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RESEARCH ON New Propucts 


Marketing research plays an important role in developing and launching 
new products. Such research activities include the following :— 
f l1. Estimating demand for new producis—A decision to launch a new 
- product is ordinarily preceded by an evaluation of the sales opportunities 


such a product represents. Marketing research contributes by developing. 


estimates of demand and by determining the characteristics ‘of the market for 
the proposed product. The latter point is particularly important because the 
‘fit? between the proposed new product and existing product is likely to 
influence sales costs and profitability. f 

2. Determining consumer or customer acceptance of proposed new product or 
service—Marketing research is used to determine whether a proposed new 
product has the' characteristic consumer or customers seek and whether it can 
compete effectively with existing products in building customer acceptance. 

3. Evaluating elements in the proposed new product introductory programme— 
When the consumer acceptance of a proposed new product or service has 


been found to be satisfactory, detailed plans for its introduction must be 


created. Management must decide where, how,- and when the new product 


should be launched. l 

4. Measuring progress in the sale of a new product—After the new product 
has'been launched, market research continues to appraise progress and to 
provide management with facts about its success in achieving planned-for 
volume of the new product. 


i 


SOURCES OF "INFORMATION: =* ; 

The sources .from where te information may be collected may be 
classified as follows :— 

(1) Analysis of Internal records. 

(2) External Sources of Information. 

(3) Information through direct research. 

Within a small paper of this size it was not possible to discuss in detail 
all the three sources, therefore, it was decided to discuss only the last method 
entitled as “Information through direct research”. 

Information through Direct Market Research—When the business executives 
desire information about the market which can not be obtained either 
from an analysis of internal records or from external data source, resort to an 
original investigation of the market. That is, a specific market research project 
is set up, designed to obtain the exact information desired. In advanced 
countries like' U. S. A etc. the fact that the technical problems are involved 
in this type of research, the actual collection’of information is often turn over 
to specialized marketing: research agencies which have the facilities and 
trained personnel necessary to obtain accurate data. Many advertising 
agencies also maintain marketing research departments the services of which 
are available to clients. The following three methods or techniques are used 
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in direct markst research : the survey method, the observational method, and 
the experimental method. 


The Survey Method—The word survey is used in many different ways. 
The survey technique and the term survey are here primarily confined to 
studies intended to secure one or more items of information from a sample 
of respondents—representatives of a larger group. The information is usually 
recorded on a form known as questionnaire or a schedule. The information 
secured is usually either of a quantitative nature, such as average weekly 
income or expenditure for a particular type of product, or of a type which can 
be reduced to quantitative terms. 


The survey method involves three principal methodological problems. 
The first is tke nature and number of the questions to be asked so that ` 
accurate responses will be obtained. The second is regarding the method 
used to ask the questions and obtain the responses, the problem of question- 
naire distribution. The answers so required may be sought through the use 
of a mail questionnaire, through a telephone interview or through a personal 
interview. The third problem is to select the proper respondents. In most 
surveys it is nct possible because of the limitations of time and money, to ask 
the questions from all persons concerned. Therefore, a sample of respondents 
is selected to represent all respondents 1. e., the universe. In order to make 
the survey to be reliable, the sample must be properly drawn in accordance 
with established statistical principles. 


The analysis and interpretation of survey results usually involve projection 
from the sample data. This provides an indication of the situation or condition 
which exists in the larger population. Although almost always based 
on a sampling approach, the survey technique may occasionally be used in a 
complete-coverage or census type of study. This occasionally occurs in 
industrial marketing where the total number of sampling units in some 
universe, or population, is relatively small. The survey method is by far the 
most widely used today and probably will be in the future. The chief reason 
is that vastly more information may be secured by this method than the other. 
Factual information that can not be observed, past experiences, attitudes and 
motives, which are likely to be the most vital information sought in a 
research, may oe learned from by this method. With the advancement of 
survey techniques, a survey under competent direction risks a minimum of the 
errors and biases that so often destroy its validity and can thus serve as a fairly 
dependable implement of marketing research. 


The Observational Method—Observation is simply a method by which 
what is taking place isseen and recorded. It is an information gathering 
approach in waich reliance is placed primarily on the physical observation of 
one or more phenomena under study. The survey approach seeks to determine 
what happened, or what was, by asking questions to a respondent. In 
contrast, the observational technique seeks to determine what is happening 
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or what is by watching it happen. The observing is usually done by a 
person or observer, although for some purpose there are mechanical means of 
accounting or recording actions provided that the observer perceives accurately 


what happens and records it correctly, this method obtains factual 
information, 


Observation is a widely used technique in marketing studies. It has the 
advantage of greater objectivity than surveys and has had many valuable 
applications. Among them are sales records or counts indicating consumer 
choice. A broader statement might be made that most marketing researchers 
‘employ at least some observation to gather their data. While a survey is 
being conducted, a number of conditions may be observed, which obviates 
the need of asking questions about them. In market research, it is, therefore, 
always preferable to use observational methods whenever possible, in place 
of interviews. Another advantage of the observational method is that it 
is more accurate than the survey method. The inaccuracies involved in 
answering questions, such as memory failure and desire to impress the 
interviewer, are eliminated, as are the various sources of interviewer bias. 
Actual market behaviour is recorded, not a second-hand and perhaps inaccurate 
report of such behaviour. Besides these advantages it has certain short- 
comings also. One of the main disadvantages is that observational method 
is more expensive than the survey method. Further more time may be 
required in obtaining information by observation than by interview, particular- 
ly if it is necessary for the observer to wait for the phenomenon to take place. 
Another difficulty is that not only behaviour can be observed any more 
than it can be recorded by personal interview or by a mail questionnaire. 
Finally, the observational method by itself may not reveal all the information 
needed to make marketing decision. Observation shows that people are doing 
but does not indicate why they are doing it. Accordingly, the observational 
method is often more useful when combined with other research methods and 
techniques. 


One of the first points to be made about observation as a technique of 
marketing research is to emphasize that it is useful in a wide range of 
situations. It can be used alone, or it can be used in conjunction with other 
techniques, as a useful supplementary tool. There are three sets of 
circumstances under which the use of the observational approach is strongly 
indicated. The first is when no other technique tool can supply the 
desired information. An example would be a traffic count at a proposed 
store location or infront of an outdoor advertising display. ‘The second is 
when there is a question about the accuracy of information provided by some 
other technique. For example, surveys about magazine readership asking 
consumers to identify publications read. The third situation in which the 
observational approach should be considered is one in which a high degree 


of accuracy is extremely important, even though achieving that accuracy adds 
- to the cost of the research. 
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The Experimental Method—The experimental method is a fundamental 
tool-of scientific research. The application of that method in the field of 
marketing resezrch provides with one of the most potent technique tools— 
the controlled experiment. The controlled experiment is the basis of a great 
deal of scientific research in many fields. In marketing, the experimental 
method is used to test various types of advertising and sales promotional plans 
to determine prices, and to test new products and packages. The experimental 
approach contributes small scale experience which is useful in increasing the - 
affectiveness ofa large scale extension. The experimental method may be 
considered as the method of scientific verification, for the trial of the proposed 
solution, whick gives a clear-cut establishment of its effects. 


Sometimes the primary objective of a controlled experiment in marketing 
is to determin: the sale volume levels. Suppose a manufacturer desires to 
know which of the three possible prices for a product would bring the greatest 
revenue. He could set up an experiment in which the product would be 
sold simultaneously in three different groups of stores with a different price 
in each group. A comparison of sales results in the three groups, provided 
the experimert were carefully controlled, would give him an answer to the 
question. Th: experimental approach is much more useful than is generally 
recognised. I: can be used to answer many questions for which no factual 
answers now exist. Typical of such questions is how much should be spent 
for advertising? Experimental exploration of the effect of substantially higher 
and substantially lower advertising expenditure rates on volume and profit 
often point tae way to significant improvements in appropriation—setting 
procedures. Another vital area which could be profitably subjected to a great 
deal more experimental work than it has been in the past is the broad subject 
of pricing. ‘Would a higher price reduce volume sufficiently to leave the 
company with lower profit? Would a sharply lower price lead to volume 
increased which would permit production economies and increased profits? 
Questions like these can be answered experimentally at relatively slight cost 
in terms of th= potential benefit which the experiment might well deliver. 
Retail organisations, as especially those operating a chain of stores, are in an 
especially fortunate position where the experimental method in marketing 
research is concerned. 


Marketirg research is new to India. Only a few of the companies, 
industries or associations maintain research organizations individually or 
jointly. The- depend also on professional research bodies in the country like 
National Council of Applied Economic Research etc. Recently, the above Council 
conducted an enquiry for Hindustan Lever Ltd. There are organizations 
like Market Research Corporation of America, National Research Development 
Corporation FU. K. and the National Research Development Corporation 
of India working on a national basis. These bodies serve the business by 
passing the fruits of technical research to business. In India by the end of the 
2nd Plan thers were 28 National Laboratories and research institutions. During 
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the 3rd plan some more were added including Regional Research 
Laboratories. There is more collaboration between the C.S.I.R. and the 
Technical wing of the Industries Ministry. Partnership between science and 
"business is unavoidable for the development of the country. Indian universities 
are conducting research in fields of business and industrial topics also. The 
Punjab University Industrial Relations Research Centre is one of them in 
that field. 


, Above all the Indian Institute of Foreign Trade is to conduct intensive 
market researches and transmit the results to business. Business thus gets 
benefit from scientific research and social studies. 


. However, the industrial organisations of our country have not given due 
importance to “Marketing Research? which is at a very advance stage in 
foreign countries particulary in U.S.A. There are only few big industrial 
organisations like Hindustan Lever Ltd, Voltas etc. which have got separate 
units for marketing research, Others have totally neglected this important 
factor. If industries are to develop further it is imperative that they will have 
to recognise ‘Marketing Research’ as a tool of business success. 


MAN AND CHEMICALS 


RAJESHWAR PRASAD 
Institute of Social Sciences, Agra University, Agra. 


Tue BEGINNINGS 


The beginnings of science are marked by the method of trial and error, 
In his efforts to win the struggle for existence, man had ceaselessly and 
daringly interacted with nature and its products. From the stage cf utter 
ignorance about the properties and.advantages ofthe various phenomena, 
he has gradually moved towards accumulation of scientific knowledge and 
its increasing application to varied aspects of human existence, On this road 
to science, fundamental and applied, several specialized branches of know- 
ledge sprang and developed. Chemistry is one such specialized branch which 
deals with chemical analysis of the objects of nature. Contributons of 
Chemistry to the general body of knowledge are well known. Here, tae role 
played by chemistry in human societies and the uses of chemicals in warious 
social context is assessed briefly. 


In fact the oldest industry of the Neolithic age, Pot-making (Pottery), 
marks the beginnings of science. “Pot-making is perhaps the earliest conscious 
utilization by man of a chemical change. The essense of the process is the 
expulsion by heat of some molecules of water (termed the ‘water of consti- 
tution’) from the hydrated silicate of aluminium which is the chemist’: name 
for potter’s clay. A lump of clay when wet is completely plastic; it will 
disintegrate in excess of water and crumble to powder if dried. When the 
‘water of constitution’ chemically combined in it, is expelled rather above 
600° C, the material loses its plasticity altogether; the whole lump soiidifies, 
and will keep its shape wet or dry unless deliberately and laboriously broken 
up by crushing, or pcunding. The essence of the potter’s craft is taat she 
can mould a piece of clay into any shape she desires and then give tha: shape 
permanence by ‘firing’ (¿.e., heating to over 600°C)” (Childe, 1956:90). Childe 
agrees that to the early man this change in the quality of the material must 
have seemed a sort of magic substantiation—the conversion of mud >r dust 
into stone. In many cf such processes in other walks of life, man perhaps 
did’nt realise the importance of the substance—its chemical and other pro- 
perties, as probably he was thoroughly ignorant ofits basic qualities, and 
instead gave importance to it in the magical beliefs. No doubt it acded to 
his treasure of knowledge, although not in a scientific manner but in a long 
array of mysterious possessions of mankind. It is none the less important to 
note in this context that this chemical invention (Potter’s clay) gave birth 
to a specialized class in the tribal societies—-the potters, who at one time 
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must be heving a dominant position as master craftsmen and dates came to 
the lowest zung of the modern society as poor artisans. - 


There are innumerable magical or other rites which the early man 
practised (and the contemporary primitives still practice) without scientific 
reasoning, but with this belief that it is good for them and for their folks. 
They apparently had no knowledge of the chemical reactions which are 
responsible for the desired effect. “Science and magic ordinarily represent 
the two poss of reason and unreason, but it is not easy to draw a rigid line 
between tre rational and the irrational spheres of human activity. If, for 
instance, we take the question of the relation of technical knowledge to 
magic, we ind a number of graded types of attitude and of activity in which 
elements of both are present. Some types of curative ‘magic’ émploy substances 
which do seem to produce a real effect” (Firth, 1958:124). l 


CHEMICALS—MEDICINES AND MAN 


Thus we find that ‘‘in the practice of magic itself there are normally 
three elements : The things used; the things done, the things spoken. The 
first element is represented by the instruments or medicines. ““(Firth, Ibid: 
126). This element perhaps is very important because it has led to the emer- 
gence of a powerful functionary—the ‘medicine-man’. ‘In ‘almost all the 
tribal socicties one finds that the medicine-man has a top place in the 
heirarchy. Although the reason as to how did he achieve this top position, 
is shroudec in mystry; the knowledge of chemicals and their healing 
qualities, waich only the medicine-man possessed, is probably the main factor 
which gave him reverence, honour, and top place in the tribal societies. This 
knowledge, at the earliest stages of civilization, was accidental and not syste- 
matic. It vas a secret which was told only to the few in the tribe—perhaps 
only to the family members of the medicine-man. The use of these chemicals 
was predominantly a magical rite rather than a syslematic use of a scientific 


knowledge. 


In Africa great use is made of ‘medicines’, magical objects or compounds 
often fashioned or concocted from trees and plants. “A list of medicines 
known among the Zande (tribe) would probably number several thousands, 
though any individual knows and uses only a small fraction of these”, (Firth, 
Ibid.). In “ndia also hundreds and thousands of such medicines were known 
to the people in the ancient days; and these are still used by the tribals, may 
be that they cannot give an explanation of their reactions, which are so elabo- 
rately accorded by the modern medical sciences. William Candill in summari- 
zing the findings of Ackerknecht states that the author identified*..the large 
number of mbjectively cffective factors found in primitive medicines; baths, 
canterizatiox, surgery from fracture treatment to trephinings, innoculation 
against sma.l-pox and snake bite, and an enormous pharmacopoeia, including 
opium, quixine, digitalis, and many other useful drugs” (1953:773). 
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. Even in societies which are a part of the developing civilisation, several 
of the magical practices are found. The conscious rationalisation of these 
practices by the people may be based on false premises, but one can detect 
some “objectively effective” factors in such practices too. Some illustrations 
are given below:— 


(1) Referring to the Bheru cult of Mewar, Atal cites the following 
‘Totaka’. ‘Diseased persons were asked to bow down in the direction of ‘Auri 
Mata’, while keeping himself below the Margosa (Neem) tree.” (1961). It 
can be safely inferred that apart from magical or religious significance, there 
is definitely an effect of the margosa tree of the ailing person, which may bé 
one of the reasons of his cure. 


(2) Hindus have the practice of the ‘Karana Chedan’ which is a reli- 
gious rite of boring the ears and nose of the child and inserting metal orna- 
ment in the bore. It is generally contended that the constant touch of the 
metal with certain cells and blood veins in these regions generates certain 
reactions which are useful for the general health of children. 


(3) A similar explanation is given about the wearing of the KARA? 
(iron bangle in the wrist) by the ‘Sikh’ (a sect in India). It is believed that the 
rubbing of iron with a particular vein in the wrist gives strength to the heart. 


(4) Giving water to Tulsi (basil plant) early in the morning while 
facing the sun definitely has a hygienic value. Sun rays in the early morning 
are healthier, and the basil plant possesses several medicinal qualities. Itis used 
as an effective medicine in malaria, indigestion, cold, tuberculosis etc. It is 
probably for this reason that the Hindus prescribed its worship and eating of 
its leaf daily. 


(5) For keeping the eyes free from any ailment and infection, use of 
‘Kajal’ (lampsoot) in Indian homes is quite common a phenomenon. 


(6) In some areas people put a wheat bread in water and allow to 
grow fungus on it and ferment the water. This, it is alleged, is a crude form 
of pennicillin and is still used as a medicine for the eyes in India. 


(7) Also, the use of Bronze plate as a magic object in certain situations 
and Iron spoon for milk, were nothing but ways of infesting iron in an 
indirect way. 


(8) Use of rings studded with chemical stones could be explained in 
the same way. Pearl, diamond, ruby, opel etc. apart from being orna- 
mental and objects of prestige, are alleged to be helpful in certain diseases. 


It is evident from the above discussion that the early man has been a 
very keen ‘chemist’. Lot of things which we use in a much refined form 
today have come to us as a rich heritage from our ancestry. We have only 
improved upon this knowledge and provided a scientific sophistication. 


26 AGRA UNIVERSITY JOURNAL OF RESEARCH ‘[Vol. XIV 
CHEMICALS—FASHIONS AND BEAUTY Arps 


The se of chemicals in enhancing the beauty is a fairly common 
practice in almost all human societies, primitive or modern. Even some of 
the chemicals or drugs have derived their names from their qualities to 
enhance beauty. The etymology of ‘Belladonna’ is a case in point. In 
European communities, since long, women were using the leaves of this plant 
Atropia Belladonna; to enhance beauty. The result of chewing these leaves, 
was a dilation of the pupils of the eyes and the increasing redness of the 
cheeks.. Such a lady was called Bella-donna ¿. e., a fair lady, and the epithet 
_is transferred to the plant and thechemical which was the cause of beauty. 


With “he advance of science and civilization, the paraphernalia of 
beauty aids has also increased considerably. One can find host of beauti- 
fying articles at the dressing table of a lady today. It might interest the 
reader to nwte that the primitive men used to extract a lot of chemicals 
from the pants and used them in the preservation of their physique and 
enhancemen: of personal glamour. The author of the famous work ‘Origin 
of things’, informs: ‘that allegedly very modern accessory of allure the 
lipstick, which also is red—actually dates back to the ice age. Specimens 
of ‘convenier t size’ and pointed at the top have been found in many pre-historic 
caves. For countless ages lipsticks have served to deepen the colour of 
women’s rose lips”? (Lips, 1956:13). 


The Hindu married women apply Kum Kum powder, and vermilion 
(Sindoor) on -heir foreheads as Bindi and also in the parting of hair. These 
serve both a. landmarks of identification of a married status and as measures 
to improve the comeliness. ‘‘Mohammadan world (Hindus too) depends 
largely on th= use of Lawsonia inermis, the leaves and stems of the henna shrub 
(Myrtle), tc achieve red colour accents as an expression of good grooming, 
beauty and Happiness.” (Ibid : 13) 


Removing hair and under hair are part of aesthetic and religious require- 
ments. In tke ancient days, and even now in the tribals, removal of hair 
was necessary, if some artistic painting and tattooing on the body were to be 
done. ““Mary tribes adhere, in addition, to the aesthetic conception that a 
complete depilation of all but the hair of the head is a ‘must’ for a well-bred 
person, consequently, we find a great variety of methods of getting rid of 
unwanted haz, which may be plucked out with shells (‘quick as with a christ- 
mas goose, says O” Connell’), or with the help of wooden sticks, with metal 
pincers, or simply with the finger nails. This custom has become part of the 
Hindu and Mohammadan religious requirements.” (Ibid: 15) This was defini- 
tely a crude end painful method. To get rid of the trouble, now chemical 
soap, powder, and lotions are used. With the use of brasseries (which are also 
thousands of ~ears old) and brasseries-like blouses of the modern age of topless 
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apparels it is quite imperative to remove the under hair. But removal with a 
pincer, a nail or wooden sticks was a real ordeal of the time. Hence, the use 
of chemicals—hair removers, is definitely an improvement of the technique and 
an emancipation of the women folk from a real dread. Now this social, 
physical or religious obligation can easily be fulfilled without much penance. 


_ For hygienic purposes, chemicals have always been used in all cultures in 
all times. Unguents, scents, soaps and lotions, were used by the Hindus, Greeks, 
Turks etc. ‘Turkish bath is famous. Modern liquid soaps, shampoo and dyeing 
are no new inventions of the’ modern fashionables; may be that they have 
invented more pleasing, harmless, and a vast variety of chemicals to be used 
in these processes. “When our ladies go to the beautician to get a henna 
rinse they by no means benefit by an invention of modern sophistication because 
the art of dyeing one’s hair is as old as mankind itself. Many polynesian tribes 
bleach their frizzy hai- with the help of lye or lime, which results in a reddish 
or yellowish effect......The desire and the possibilities of shampooing one’s 
hair are, naturally, dependent upon the permanence of the coiffure and the 
beauty aids available. Water loving people like the polynesians wash their hair 
frequently while swimming. Many American Indians preferred regular sham- 
poos with Yucca decorations or similar plant products.” (Ibid: 18,19) In 
India, women wash tkeir hair by curd, cow urine, gram flour (Besan), Shikakai- 
pod (now a soap is also available of this name), Myrobalan (Anwla), Soap- 
wart, Multani Mitti et>. 


Nail polish too was derived from the nature. “The pink to purple nail. 
enamels of our modern ladies are no sign of modern sophistication. Many 
children of nature file their nails on rocks and pieces of slate and color them 
afterwards in lavish shades of red. Prehistoric mummies in the British museum 
still show this mark of vanity, which later was so perfected in China and 
Egypt.” (Ibid : 22) i i 


Scents and perfimes were not found in the earliest times because people 
did not know the science of chemistry per se. Processes of extraction were 
perfected at a much .ater stage. In the domain of beauty, aesthetics and 
refinement of culture “another more refined touch comes with the apprecia- 
tion of perfumes, hardly found in earliest times, because most flowers of the 
tropics have no scent, and the secrets of chemistry were not known to the 
peoples without written history.” (Ibid : 25). But in the later days perfumes. 
became very important and were considered to be the objects of prestige value. 
‘Kannauj’ in India bezame a very important centre of production and trade 
of scents and perfumes. Gulab Jal (Rose-water) has a very interesting beginn- 
ing. Nurjehan, a famous historical figure of the medieval times was said to be its 
inventor. As it was invented by a powerful moghul queen, its use gained 
currency and becam= the most demanded article of its times. 


The above discussion makes it amply clear that fashions have enormously 
affected the human society. They have travelled along way and traversed an 
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interesting path of human history. Fashions, if one analyses, are an important 
sociological phenomenon. They move faster from one corner of the world to 
the other breaking almost all the physical, ideational, and national barriers. © 
Fashions vitally affect the taste, likes, outlook, bearing, business, shopping 
habits, familr relationship, budgets, social status etc., of the people. Fashions 
sometimes arz responsible for making stereotypes in the society. And it isa 
known fact fiat in the domain of fashions chemicals have a significant role to 
play. In fashionable wear or objects today, chemicals are widely used. Nylon 
and terrylene, plastic hair pins, buttons, bangles, ornaments, chemical pearls 
etc; all are nothing but the chemical products. 


Zinc oxide, barium peroxide, glycerine, starch etc., are used frequently for 
make-up pursoses. Today one finds that eye-brow pencil, lipstick, rose-cheek 
powder, nail polish etc., have become so handy for the women’s vanity box 
and the dressing table. Needless it is to mention that they are a miracle of | 
the chemical-world affecting the cultural aspects of the society. 


Fire AND Foop 


The inventian of fire is a landmark in the history of mankind. Fire had 
been a devas-ating phenomenon. It is worshipped in many tribes, cultures, 
and religions. Fire has given to the man, many comforts, power, permanence 
to his pottery and a taste to his food. It is known to the man. from a very 
ancient pericl. But, how did man produce fire? “In the ice-age graves of 
northern Eur>pe pyrites and flints have been found side by side. The Romans 
discovered th= fire-créating qualities of sulphur and used it in combination 
with their firestones. It took many centuries—not until about 1650—before 
chemical ligkters, operating on a combination of phosphorous and sulphur, 
made their first appearance. Almost two hundred years later, around 1820, 
the first ‘pho-phoric bottles,’ complete with sulphur treated matches, were 
sold in Londen; S. Jones’s ‘Lucifer matches’ and later improvements quickly 
followed.” (“bid : 37). For many reasons, of which smoking is most common 
now, ‘handy ire” was very essential. Hence matches, lighters etc. were inven- 
ted; and modern petrol and gas lighters are best examples of it, whose begin-. 
nings are roo ed in chemistry. : 


The tribal people have also developed an awareness of the deficiencies 
in their diet end have always tried to overcome them in one way or the other. 
“The Bemba (tribe), for instance, who have little meat, eat caterpillers, locusts, 
and flying arts, the first being quite an important item of their diet, and 
containing a aigh proportion of phosphorus and iron.” (Firth, 1958:44) 


It will rot be out of place here to mention that tobacco and alcohol are 
unknown to he oldest cultures. The early man did not need any artificial 
stimulant for enjoyment. It was only at a later stage when man became too 
busy, had to strain much and had lost much of the originality with which he 
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began with the nature, that he needed alcoholic beverages and stimulants like 

tea, coffee, cocoa and tobacco (containing nicotin). But again, it is the chemi- 

cal quality of these things which made him to become gay, enjoy, make festi- 

vities and invite moods ! Tobacoo has actually influenced people all over the 

world, “Staal, one of the ablest historians of tobacoo, is correct'in his state- 

ment that ‘no other plant has influenced as extensively as the tobacco the 

economic and cultural life of all humanity.” (Lips, Ibid: 99) Tribals used 

tobacco in their magical rites and rituals. Kroeber also refers to the chukch- 

ansi (tribe) who, “speak of being able to detect wizards after eating tobacco.” 

(Ibid.). Tobacco, apart being used for chewing and smoking, has been extensi- 

vely used for eating and medicinal purposes. For tooth-ache, gout, cold, boils 

etc, people have used it in many ways. Tobacco was used by the Red Indians 

as a ceremonial object. Indian pipe of peace given to the white settlers of 
America is a famous example which was repeated very recently when the Soviet 

Premier Khrushov was presented with similar pipe by the American people. 

Today, friendship starts with the offering of a ciggerette or a cigar or at the 

most with a cup of coffee or tea. A pag of whisky is considered to be a cement- | 
ing force of friendship today ! : 


It is evident that there is no aspect of human life which has remained 
unaffected by the chemicals. The life of man itself depends upon it which 
will be amply clear from the ensuing paragraph explaining the entire process 
` which sustains human life as such ‘‘.... plants manufacture their food from simple 
inorganic substances, while animals are incapable of doing so and depend enti- 
rely on food that has been manufactured for them by the plants. This food- 
making carried out by plants is an exceedingly complicated process, but must 
be explained a little further. The fundamental concern, from which all other 
food-making arises is known as photosynthesis, which is the conversion of 
carbon-dioxide, present in small quantities in the atmosphere, into organic 
material such as sugar. This is carried out within the leaves by means of their 
green colouring matter, the chlorophyll, and the process can take place only 
in the presence of sunlight, making use of the radiant energy ofsun. This 
ability is the peculiar gift of plants, the supreme function that they perform in 
the scheme of things, without which animals, including man, could not exist. 
Plants take in also other simple, inorganic substances, such as nitrates in solu- 
tion from the soil, and, these combining with the products of photosynthesis, 
are further manufactured into yet more complex food stuffs. It is on these 
organic food stuffs—carbohydrates, proteins—that animals are wholly depen- 
dent.” (Reid, 1962:27, 28) 


Cytric acid, calcium etc., are used widely as a part of food. Calcium is 
actually important for bones and is mostly lacking in the food content. 
People have continuously tried to either find food substance full of it or else 
to find substitutes for it. In some places, calcium is taken in its pure form. 
In India, Pakistan, Ceylon, and some parts of the middle and the far east, 
calcium is taken with betel leaves. It is nothing but to make good of a 


30 © AGRA UNIVERSITY JOURNAL OF RESEARCH [Vol. XIV 


chemical defisiency. Betel eating, however, has become a part of the habit 
of the peopls now and is an important cultural trait. It is also™used to 
entertain guests so much so that the exchange of Paan (betel) is a symbol of 
friendship in India. In many societies persons continue to consume calcium 
and other such chemicals in the raw form without knowing its properties. 


Use ‘or CHEMICALS IN Social Customs, ART, 
COMMUNICATIONS, AS PRESERVATIVES | 


Colours again are chemical products used in pottery, fabrics, decoration, 
designing and patterning, arts and crafts etc. Colours have taken a 
very important place in human life. Colours tell the taste of the people, 
suggest the psychology of the individual and indicate the importance of the 
occasion. Black colour is used for mourning, red for love and gaiety, white 
for peace anc so on. People extracted colours from leaves and stems of the 
plants and also from metals. Colours extracted from Tesu (butea fondosa) and 
Harsingar (weeping nyctanthes), and many other plants are used on festivals 
like Holi (fest-val of colours) in India. 


Pottery, itself a result of a chemical change, is decorated by various 
colours. ““Vase-painting is no simple art; the artist has to forecast in advance 
what the fired pot is going to look like. The feat was early achieved in 
Hither-Asia.” (Childe, 1956 : 92) 


In Tribal dances, folk drama, or the modern advanced theatre, colours 
and paints heve been used for getting a desired effect by the actors. Coloured 
powders are extracted from zinc and other metals, Geru (red ochre) etc. 
Colours were later used to beautify the food stuffs also. Salads, after dinner 
dishes, sweet-meat etc, are coloured to give soothing look. 


The invention of colours and enamels brought a revolution in the world 
of language particularly the written or pictorial script ; and also in the domain 
of Art. It was only with the help of colours that the classical Frescos of Ajanta 
and Elora, and masterpieces of colour and canvass could be made by devoted 

artists. Thus, it is quite evident that in the fine arts—dance, sculptor, painting 

etc. colours have helped man to realize his artistic imagination. Specially in 
drama, these nave been able to create a “willing suspension of disbelief’? among 
the audience. 


In another socio-economic aspect of human life, chemicals have been of 
revolutionary help, viz., communications—physical and ideational, which have 
so vitally atected the entire world socially, culturally, economically, 
psychological y and politically. Batteries used in telegraph and telephone 
systems ; cozl and diesal in rail-road transportation and petrol in aviation 
are some brillant illustrations of the conscious, wise and humanitarian uses 
of the science of chemistry and chemicals. The use of atom in space traval 
and other peaceful purposes is by far, the highest achievement of man in this 
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respect. Photography, movies, use of paper for books, newspapers etc. are 
some examples of the use of chemicals for ideational communication, so vitally 
important in the modern times. 


Not only for humanitarian and peaceful but also for barbaric and 
destructive purposes, chemicals are used by the so called modern and civilized 
man. In fact, it has greatly influenced the pattern of International 
relationships. The increased knowledge of chemistry and other sciences 
for the destructive purposes has actually alarmed the whole of humanity. The 
world faces a serious threat of devastation and destruction due to the selfish 
and unwise use of chemicals and the science of chemistry. 


Interestingly enough, chemicals are widely used both for committing 

- crimes and for its detection also. Murders, suicides, scientific thefts, pilferage 

etc, are committed with the help of chemicals. On the other hand, chemicals 

are used for the detection of crimes by the police and investigating agencies, so 
much so that there has developed a specialized branch of forensic chemistry. 


To meet the challenges of an exploding population, efforts were directed 
to limit the size of the family through a scientific strategy of family planning. 
Chemicals came to our help in this matter too. In many societies crude, 
primitive and indiginous methods like keeping oil soaked cotton plugs, using 
alum water etc. were, and are still popular techniques of controlling child 
births. The inventions of these techniques have increased their use and 
with the help of various chemicals, new methods have been evolved. To 
mention few of them, douche, vaginal cream, foam tablets, oral contraceptives 
etc., are widely used today. , 


Certain chemicals have achieved a special position in many cultures and 
religious groups due to their acceptance as a clean and pious material. 
Camphor is one example of this type. Due to its spotless white colour and 
pleasing odour, perhaps, it has acquired a peculiar place in almost all the 
religions. In religious rites camphor is used in temples, shrines etc. In 
India Puja (worship) Aarti and Havan is done by burning camphor near 
the Altar, 


Man badly needed some device to preserve clothes, foodgrains, art pieces, 
wool, wood, tools etc. Chemicals came to the rescue of man. Sodium formal- 
dehyde, phynophthelyne etc. are widely used as preservatives. Apparels, 
articles of art-frescos, paintings, old manuscripts, mummies, and host of other 
things are preserved by the help of chemicals. Thus, chemicals have saved our 
rich heritage from decay and destruction and brought them safely to us, 
as monuments of our glorious past. 


A NOTE on ENZYMES Ps 


A brief note on Enzymes, so important to the human existence, will be 
relevant here. *““Enzymes are nature’s chemists which are present in all living 
things, from bacteria to whales to marigold. All activity of living things 
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depends on them—the greening of leaves in the spring, the shock from an 
electric eel, the wagging of a dog’s tail, the illumination of a fire fly.” (Ratcliff, - 
1961 : 117) 


Enzymes play very important role in all life processes right from the time 
of conception, Weak and fragile male sperm is able to impregnate the tough 
female egg due to the enzyme effect. Leaving aside alcohol, all the foods 
men eat cannot be digested unless helped by enzymes. “In a twinkling, 
enzymes pe-form chemical transformations that are difficult or impossible 
to perform in the laboratory. To digest a piece of steak in the 
laboratory, to break it down into its component ameno-acids—it is 
necessary tc boil tne steak for nearly a day in concentrated acid. In 
the body, enzymes accomplish the same thing in a few hours and at a 
temperature no higher than the normal 98°F.” (bid: 118) Enzymes 
break and create substances ; no one has yet been able to know or calculate 
the chemica! strength of Enzymes. In fact these act as the catalytic agents 
in the body. There are more than 650 known Enzymes in the body, and 
researchers are still working on this problem. “There are countless millions 
of cells in the body. But even the smallest is estimated to contain at 
least 100,00 Enzyme particles. Many researchers are convinced that virtually 
all disease traces to missing or faulty enzymes”. (Jbid : p. 118 &.121). Many 
enzymes are put to work by doctors. Researchers extract them from plants, 
moulds, bac:eria, human blood. 


Diabetes, cancer and other diseases are due to the lack of Enzymes— 
finally a fau' ty inheritence. If this can be made good, substituted or replaced, 
the disease can be conquered. There is a popular view that even the problem 
of “Aging? can be solved by isolating the connected Enzyme and finally 
substituting it in the human body. If it is done—diseases cured and aging 
controlled by the scientists, the entire social relationships would be 
revolutionised. Sociologists cannot imagine as to what type of society it would 
be in which the man will be completely free from many problems, even the 
problem of searching food, as only a small tablet would be sufficient to sustain 
him for long. An injection may bring him back to life after his death, and 
he will be zlways young feeling life pulsating youthfully in his veins.. 


On the meagre knowledge we have about Enzymes, medical and chemical 
scientists are completely engrossed in inventing things which today seem to be 
simple dreams, imagination or fairy tales. And social scientists will have to 
revise or even discarc the present theories, and propound new ones in the 
wake of the development of a new society based on the achievements of above 
researches. 


£0CIO-ECONOMIG ASPECT OF CHEMICALS 
It will be quite in the fitness of things if some of the socio-economic 
aspects of the problem are discussed to lay the foundations of future actions 
regarding chemicals, their production, consumption etc. 
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Chemistry has indirectly but significantly influenced the many aspects 
of the human society. Apparently it has given birth to many professional 
and artisan groups. In other words, it could be said that specialized 
knowledge about the use of various chemicals resulted in : occupational and 
conscquently, in social differentiation. The specialization became a factor 
of division and a part of inheritance. This gave rise to a conscious social group- 
having a specific task to perform in the society. The knowledge was passed 
from one generation to the other. The examples of medicine-man (rather the 
family of these-specialized persons as such) potters etc. have already been given. 
It has since, been explained elsewhere that the superiority. of the medicine- ` 
man is perhaps due to the fact that he could know the chemical properties of- 
certain substances, which he so zealously concealed from the rest of the 
people, and thus occupied a key position in the tribal heirarchy. Potters’ 
caste perhaps has its beginnings in the earliest age and along with the most: 
important chemical process which the man possessed and exploited for his 
use. The chemists, druggists, nurses and doctors of the modern time owe. 
their class existence due to the knowledge of chemistry, of chemicals and of 
medicines. The artist-painter too has an intimate relationship with the 
miracle of chemicals. 


‘The alcohol which is consumed by the rich for pleasure and prestige is 
extracted by a class of people specialized in the process. This latter class of 
people are poor, whereas the traders and consumers are rich. So much so 
that there is a current proverb of the Haya community, that “the beer made 
by naked men is drunk by the dressed up. ik (Lips, Ibid : 103) Rich enjoy 
what the poor produce. de 


The above discussion ¿pso facto proves the existence of groups econo-: 
mically supported by chemicals. Some of these have, in the course of time,, 
occupied the higher status in the social ladder of the society and many,. 
like the beverage extractors, potters, etc., have been thrown to the bottom: 
of the society. 


The craze for using cosmetics, beauty aid, perfumes, etc., and alsa 
chemical products like nylon, terylene, artificial pearls, plastic goods for 
decoration and fashions, has boosted the uncontrolled and unlimited produc- 
tion of such uneconomic patterns of conspicuous consumption. This sort of 
consumption is always at the cost of national welfare in a developing country. 
This does not help at all in the general economic welfare of the people. 
“Economic welfare may be greatly improved by an increased supply of goods and 
services that are customarily not exchanged for money (schools, hospitals, roads, 
or bridges) while on the other hand a great number of goods and services that 
are customarily exchanged for money make no contribution whatsoever to human 
welfare {patent medicines and beauty parlors, narcotics, and items of conspicuous 
display, etc.)”” (Baran, 1958:22). In a rationally ordered society most of 
these things have no place at all, not only because these are useless and 
dangerous (as many of these products are harmful to the skin and some of 
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them are dangerous because they are inflammable), but also due to their 
negative contribution in the national development and progress. The labour 
put in by the persons employed in their manufacture is unproductive in 
character. “Considered in this way a not insignificant part of the output 
of goods and services marketed and therefore accounted for in the national 
income statiscics of capitalist countries represents unproductive labour...... 
Thus a good many of these unproductive workers are engaged in manufac- 
turing armaments, luxury articles of all kinds, objects of conspicuous display 
and marks o: social distinction.” (Ibid:38) This type of colossal waste of 
human energ.es, labour and money should be avoided. A good deal of 
foreign exchange can be saved and lot more can be invested in our plans 
if these wasteful materials are banned; at least till the prosperity is achieved. 
USSR till recently did not permit either large scale manufacture or import 
or even the liberal use of cosmetics—beauty aids, etc. to its citizens. Only very. 
recently, after almost fortyfive years of planning, and substantial achieve- 
ments thereof, very minor concessions have been allowed. 


Chemicals are vital for human existence, but only those should be 
manufactured or consumed ina developing society which are useful in 
industry, food, medicines, scientific experimentation; in other words, the 
consumption of chemicals should be permitted only for productive purposes 
and purposes. of human welfare. 


SUMMARY 


This brief note attempts to bring out a relationship of Man and Chemi- 
cals. How chemicals have affected the social, cultural and economic life of 
human beings in the past, and how revolutionary changes are being envisaged 
through the use of chemicals for host of purposes is the main theme of this 
paper. It kas ‘only touched the fringes, contours or the periphery of the 
sociological aspects. Studies like ‘chemicals’ affecting the social structure, 
‘social relationships”, ‘customs and habits of men’ etc. may be further initiated 
which will be of great interest to the sociologists. 
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LINKING OF COOPERATIVE CREDIT 
AND COOPERATIVE MARKETING 


Deo Natu Ram 
Dept. of Agricultural Economics, B. R. College, Agra. 


THE FRAME OF REFERENCE 


People depend for their food not only on adequate and good farming 
but on the process by which itis brought to consumers. For agriculturists 
the first problem, to produce more, is of credit, and the second problem is of 
marketing. The marketing problem is,.in large part a matter of adjusting 
production to demand. The other part of what can be done to improve his 
marketing situation consists in minimising the cost at every stage until the final 
consumption. Our existing systems of credit and marketing are traditional. 
They are private and are deeply entrenched. From producers’ point of view 
they are wasteful and exploitative; and they work well for the private in- 
terests. It is commonly recognised that a proper system of institutionalized 
credit and marketing is needed in order to give fair price to the producers, 
to reduce marketing costs and to give incentive to producers to produce more, 


In the year 1954, the All-India Rural Credit Survey Committee reco- 
mmended for complete integration between cooperative credit and cooperative 
marketing. Its recommendation was implemented in the Second Five-Year 
Plan. Cooperative credit was supplied on the basis of crops. This was termed 
as the Cooperative ‘Crop loan system’. At present in our planned development, 
in this context, our policy is: (1) To maximize agricultural production, 
(2) To ensure stabilized and fair price to the primary producers, and (3) to en- 
sure the collection of cooperative credit. But at present we see that the ` 
cooperative credit is given to farmers for production while finance for 
marketing and processing remains private. Due to which full advantage in 
the end is reaped by private traders, and the farmers remain indebted and 
poor. .In the context of planned development we want to increase the pro- 
duction of foodgrains in particular and of agricultural production in general. 
And this link arrangement is expected to achieve the desired goal of modern- 
izing our agriculture and of improving farmer’s financial position. 


OBJECTIVE, Scope AND METHOD 


Broadly speaking, the present study aims at studying the structural and 
functional relationship between Cooperative Credit and Cooperative Market- 
ing institutions. Thus the objective is two-fold:— 


1, Tostudy the process of linking, including the nature of linking, the 
factors involved, and the situations and the problems presented, and 
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2. 'Toexplore the possibilities and related factors which are likely to 
make this linkage more viable and effective. 


The reference period is the cooperative year 30th June 1963 to 30th June 
1964. It is based on the study of 51 cases from different agricultural classes 
selected frora the agriculturist members of the cooperative. It refers to vill- 
age Aungutli, Agra District, Uttar Pradesh. The selected agricultural coopera- 
tive credit scciety is the “‘Large-sized Cooperative Credit Society, Midhakur 
Ltd.” Village Aunguthi is located under this. The Cooperative Marketing 
Society which affiliates it is the ‘Cooperative Marketing Society, Belanganj 
Ltd.” It is located in the city of Agra. 


For selection of the villages purposive sampling method was adopted. 
For the selzction of cases, first of all the members were listed from the 
members’ Ragister of the credit society. Out of these only agriculturist 
members were selected, who take credit from this society and repay 
through the Cooperative Marketing Society, Belanganj, by selling their agri- 
cultural produce. 


All the agriculturist members were taken for the study; they were 51 
in number. For analysis they were further classified into four groups on the 
basis of the s.ze of the total operational unit during the reference period. The 
classes of the Farmers are—A. Small size (0-5 acres); B. Medium size (5-10 
acres); C. Medium-Large (10-15 acres); D. Large size (15 acres or above). 
On the whoB stratified random sampling method has been adopted. 


The unit of enquiry was the individual member of the cooperative. 
From them cata were collected by individual approach and by interviewing the 
farmer menmérs. The data and other information were collected through 
schedule-curr-questionnaire. The questionnaire was partly structured and’ 
partly non-structured. The actual situation prevalent during the reference 
period was :ecorded by the survey and case history methods. The basic 
information was taken from the official records of the Cooperative Credit 
Society, Midhakur Ltd. To know their total sale and the recovery through 
the Marketing Society information was taken from the office of the Coopera- 
‘tive Marketirg Society, Belanganj. The additional information was taken 
from the menbers’ Register and by interviewing the members. 


CONCEPTUAL AND FUNCTIONALeFRAME 


(a) Maning and Purpose of Linking—Linking means a tie, or a connec- 
tion, or a relationship between cooperative credit and cooperative marketing. 
By this linkicg we mean a functional relationship between Cooperative Credit — 
and Cooperative Marketing, because both are complementary. In this func- 
tional relationship farm produce moves from the farm level to the market 
level. This Enking means a provision of a proper channel of institutionalized 
systems of credit and marketing, avoiding vested interest and wastefulness, 
and working nore in the interest of farmers than in that of private traders. 
Link implies zn integration in which credit collection and sales are ensured 
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and the three activities, viz., credit, production and marketing are intercon- 
nected to improve agriculture; which is the goal. Ds ‘ 


The main purpcse of linking is to ensure the cooperative credit recovery 
by ensuring the sale of farm produce only through a system of cooperative 
marketing. To be specific the purposes are:— 


1. Cooperative credit collection, 


2. Establishment of functional relationship between farm produce at 
' farm level to the marketing of produce at the mar ket level, 


- 8, Payment of fair price, and to give incentive to farmers to produce 
more, 
4. Reduction of marketing costs and to perform the services of the 
middlemen, 


.5. Removal of the existing system of private moneylending . and 
marketing. 


(6) The Procedure of Linking—Under the controlled credit scheme (or 
in linking) loans are disbursed to the cultivators as and when required, in 
‘instalments, and the repayment of loan is linked with the sale of produce. 
The borrower is asked to execute an agreement to market his produce either 
through the local primary credit society (if it is purchasing), or through the 
sale society to which the former is affiliated. The amount of loans due to 
‘credit society is deducted from the sale proceeds of the cultivator’s crop by 
the sale society, and only the balance is paid tohim. At every stage, from 
thé application for the loan upto the final sale of produce, a close watch is 
expected to be kept by the society’s workers. 


In“actual practice this is how the linking works. A crop production 
loan at a nominal rate of interest and repayable at harvest time can be 
had by cultivators from the large-sized credit.society, after their creditwor- 
thiness has been certified by the village committee. The extent of crop 
loan is determined by their actual agricultural needs for good seeds, proper 
fertilizers, irrigation, their shareholding in the society and certain other 
factors, by the help oF the Ready reckner. Medium-term loan is also available 
to them for the purchase of improved farm implements and draft cattle, etc., for 
which repayment is in several instalments over a stated period of time. In the 
case of crop loan the cultivator is obliged to keep the society informed of his 
intention to dispose of his produce at harvest time so that the loan plus 
interest may be recovered onsale. Alternately he can obtain an advance 
of upto seventyfive per cent of the value of the produce, less the principal and 
interest outstanding, by pledging his crop as collateral with his marketing 
society. At this stage there are two choices open to the cultivator. 


`. He may have his society hold his produce, and sell when he wishes, or as 


.advised by its management. His accounts are then closed after adjusting 
the interest, storage, handling and other charges; or he may on his own 
accord, or as advised, instruct the society to process his, produce at a nominal 
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charge, and thereafter sell the products either to his own fixed customers, or 
have the scciety act as marketing- agent on “his behalf. In this manner 
it is expected that his total income from crop cultivation would be’ con- 
siderably erhanced. l 


THE EXTENT oF BORROWING 


(a) Tf Overall Position—The overall result was that during the year of 
survey (196~), the private credit agencies taken together supplied only 30% 
of the total amount borrowed by cultivators, and the contribution of the 
cooperative society was 70%, as given at the bottom of table 1. 


The Cooperative has come to dominate the scene in farm credit. 
The professonal moneylenders supplied about 16% and agriculturist money- 
lenders 8%, village merchants 5% and others about 2%. The cooperative 
credit distribution is increasing in the village continuously. In the year 
1960, 1961. 1962, 1963 and 1964 the extent of credit supply from credit 
cooperative was 55%, 58%, 61:2% and 69:81% respectively.* f 


The main cause of this growth is the change in the credit policy of the 
institutional credit. Now credit policy has changed from credit worthy people 
to credit worthy use, and from the basis of “Haisyat” to the basis of crop, 
which has 2nsured the credit recovery, and has reduced the credit loss to 
some extent. Credit limit has increased from Rs. 400 to Rs. 2000. Credit 
is given in umpsum as well as in the instalments, and purpose-wise. Rate 
of interest Fas been decreased from 11% to 6 to 9%. Due to low rate 
of interest, adequacy of credit, prompt repayment and due to convenience 
in approachability, availability and repayability, this credit is helping 
farmers materially and .is increasing brotherhood among them through 
security-wise distribution. The farmers are realising it as a means to 





* Tota! credit supplied by the credit cooperative was in the form of cash and 
fertilzer. Fertilizer was given by the society at the rate of 10%. Total credit 
supp ied by the private agencies was also in the form of cash and in kind. It 
inclules total credit, viz., cash and kind because total credit was valued in cash 

- by esch supplying agency. 

The extent-of credit issued from credit cooperative is increasing not only in 
this village but is also increasing in the other villages served by the cooperative, 
as is revealed by the analysis of the resultsof some studies conducted in this 
local ty recently. In village Nanpur the extent of institutional credit in 
1962 1963 and 1964 was found to be 33%, 36% and 40%. In village Bichpuri 
this =xtent has increased in 1963-64, from 19:2% to 22°3%. In village Sahai 
the =xtent of institutional credit has increasedin 1964 from 60% to 66°4%. 
In village Chauhatna the extent of borrowing of the farmers has increased 
in 1357-62 from 40% to 55%. According to the report of All-India Rural 
Credt Survey Committee 1954, the extent of institutional credit supply was 
31%. The Rural Credit follow up Survey measured it again in 1958-59 and 
repomed an increase in the extent of institutional credit from 3°1% to 12%. 
In the year 1963-64, it was found again to have increased from 11°9% to 15%. 
The situation in the locality about a decade back was practically the same, 
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enhance the production. It is apparent that the extent is increasing 
day by day, and the present survey revealed a happy situation emerging 
now.* 


(b) The Extent of Borrowing by different Groups of Farmers from Different 
Agencies—In this village there are two professional moneylenders and the 
remaining come under the heading of non-professional moneylenders. 
In non-professional moneylenders only two are village merchants and the 
rest are agriculturist moneylenders and others. The agriculturist money- 
lenders are well-to-do and have got some other source of income. Non- 
professional money-lending is called ‘Bhai-Bandi’, and the village merchant 
is called ‘Seth’, generally having a small shop; and professional money- 
lender is called ‘Bauhra’. Village merchant usually purchases grain from 
the village -and then sells it in Loha-ki-Mandi, or to the Marketing 
Cooperative, Belanganj, Agra. There are two methods of advancing money: 
(1) Sawaiya System, (2) Interest System; but the prevalent method 
is the interest system, and interest is charged on the monthly basis. .In the 
‘Sawaiya System’ debtor is to pay + above the actual amount advanced. 
The results are being presented in table 1. 


From the figures shown in Table 1 it may be concluded that the large 
farmers have to depend comparatively more on the private agencies. It was 
stated that it was because the Cooperative Credit Society could not meet their 
total credit requirements. The proportion of small cultivators is comparatively 
low, still in absolute terms it is very high, though the rural credit societies were 
started to carry on the business of rural banking and to displace moneylenders 
who were exploiting the poor borrowers. It is a happy situation to know that 
private agencies are supplying only 1/3 of the borrowing, while the cooperative 
is dominating, supplying over 2/3, or 70%; and this situation is common to 
all classes of farmers. 


The extent of institutional credit in the first two groups is practically the 
same, but in the group C it is the highest. The main reason for the highest 
percentage in this group is that the members of this group revised their shares 
and increased their credit limits, while in the other groups they did not do so. 
The extent of borrowing from credit cooperative, of group A, B, C, and D, 
being 68:8%, 70°6%, 752% and 5960%, shows that as the size of holding 
increases the relative role of co-operative credit increases upto a stage, and 
then it declines. But if we see the average amount of the credit supply to 
each member by the credit cooperative, the situation may look different, since 
the small and the medium farmers get less credit and the big farmers. more. 
The difference, as presented by the relative and absolute figures of co- 
operative credit, should be looked into carefully. 


* This situation is partly an outcome of the extension work done by the B. V. Rural 
Institute in the field of cooperative in its service area. i 
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It may be concluded that the best agency in respect of interest is the 
credit cooperative because it charges only 8:25%, which comes to 75 paise 
per month. There were 48 members, i.e., 95% who preferred this agency as 
a source of credit. However, many farmers continue their relations with 
private agencies also. There were 39 such members (i.2. 76% of the total), who 
were in favour of agriculturist moneylender, and there were 34, and 17 mem- 
bers (i.e. 75%,75% and 33-33%) who preferred professional moneylenders, 
village merchants, and others as an agency, giving such reasons as easily app- 
roachable, confidential transaction, no redtapism, etc. But all this put 
together does not now compare with the Cooperative to which all have begun 
to go freely. 


The fact revealed by the study is that still a large'number of persons 
continue to approach the private agencies for credit. Perhaps this is a legacy 
of the past. But the other fact is more important that the extent of borrowing 
from these private agencies and their influence are gradually declining, with 
the result that at present they have been displaced from their dominating 
position in farm financing. 


NATURE AND ÉXTENT OF SALE THROUGH THE MARKETING COOPERATIVES 
(a) Number of Members selling through the Marketing Cooperative—The 
number, their proportion of sale to total production and the extent of sale ` 
through the cooperative marketing Society (1963-64) was as follows:— 
TABLE 2 





Size-Groups ' 
Particulars : Total 





1. Total No, of Cases `’ 19 23 | 6 3 - 51 


2. Total No. of cases who sold : 
. to Cooperative ~ 6 <- B 3 3 25 


3. Proportion of sale ES total 
production (mds. 


(a) Total Production of the 
year (mds.) ads Dos sae? oe 12,842 ° 


(b) Total sale of the year ` 
(mds.) i i asr“ ie 1,047 


4. The extent of sale (group wise) 


Total sale to private trade 


(mds.) 155 - 318 50 -39 562 
. % 66°7 55 "45:5 33:4 53:6 
\ e Total sale to Cooperative ` 
Society (mds.) 81 267 59 78 485 
% 34-3 45:0 55:5 66:6 464 
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Out of the 51 cases studied only 25, or about 50% of member cultivators* * 
sold their produce through the Marketing Cooperative, 2 wholly and 23 
partly or mainly, 15 members, ¿.e., 287% sold their produce to beopari, 
village merchant and arhatyas, and 11 members, i.e., 21:5% did not sell 
their produce at all. - 


Out of the members selling through the marketing cooperative, 2 culti- 
vators, ¿.e., 8% sold their produce only through marketing cooperatives and 
23 out of 50 cultivators sold their produce partly through Marketing Coopera- 
tive and partly through other agencies. Their proportion comes to 92%. 
Thus it is found that practically all the members who sell through the market- 
ing cooperative continue to depend partly on the private trade in agricultural 
commodities. They have not been able to switch completely on to the coope- 
rative system of sale, or the cooperative has not yet been able to eliminate the 
private traders. 


At the time of taking loans from the Midhakur Cooperative Society 
the members execute a bond that 1/3 of the total produce will be sold by them 
to the Marketing Cooperative Society. Inspite of the provision only 50% of 
the members preferred to pay the fine, and did_not sell through the Marketing 
Cooperative. The amount of the fine during 1963-64 was Rs. 250°50 on 26 
cultivators, which comes to Rs. 9:21 on an average. 


The 26 cultivators paid the fine but did not sell their produce through 
Marketing Cooperative. The main cause of continuing selling to private agen- 
cies was that private trader was purchasing every type of produce, and. partly 
because of the attractive and convenient terms. These farmers took loans from 
these agencies on the basis of pledges to sell to them. Beside, these private 
agencies reached the door of the farmers to purchase the produce at the time 
of threshing. The farmers were bound to sell their production to them, The 
few farmers had to sell sufficient quantity of produce due to pressing needs for. 
money. Due to the fear of higher marketing costs and other expenses, viz., time 
and labour, they sold.their produce to private agencies and also due to their 
spot purchasing and making prompt payments. Taking,into account the 
amounts to be sold, total marketing cost, total cost in terms of time and labour, 
various type of reductions in the market and uncertainty in the price, and 
method of price payment, these farmers made a saving of about Rs. 3 per md. 
which was more than the fine of the cooperative society ( i. e., 3%). 


. This situation arises because of the marketing society is located 14 miles 
away from the village. The farmers paid not only more transport cost due to 
greater distance, but also carrying of their produce to the marketing society 
was more expensive in terms of time and labour. After spending more time, 
more labour, more transport cost and other deductions farmers got payments 
late, and were treated by the authorities rather coldly, with dry conversation 





* These cultivators were small cultivators and whatever they produced was consumed 
by themselves. ` 
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and their authoritative attitute. On the other hand by selling through privete 

agencies in the village they got a saving in marketing cost and mannual labour, 
got prompt payment of price in lumpsum, and were treated well with sweet 
conversation, This thing not only strengthens relationship between the 

farmers and private traders, but also gives incentive to sell again to them. 

Due to these factors private agenciés dominated the system of sale of 
agricultural commodities. Due to local purchase, suiting to local condition. 
and personal situation of the farmers, the private agencies become success-ul 
in their business. Therefore, for the success of cooperative marketing society 

against the competition of private trade, and for the maximum benefit of the 
farmers, there must be local purchase of produce. . To create attractive market 
at home in favour of Marketing Cooperative, the purchasing must be local, 

with prompt payment of price and with better personal treatment so as to 

develop good human relation with the farmers. 


(6) Proportion of Sales to Total Production—The data presented in the 
foregoing table show that the proportion of sale to total production is 8°1%*. 
The extent is very low. The main reason is that the kharif crops ware 
damaged by pests and diseases, and the total production of this season 
declined. The farmers retained their production for consumption and seed 
purposes, and very little amount was sold locally. In the Rabi season, cue 
to heavy rainfall at flowering stage of plants, crops were damaged and the 
total production declined. Therefore, very little quantity of produce was 
sold, and more quantity was retained for consumption and other purposes. 
Therefore, in total ‘sale, the purchasing of Cooperative Marketing is lower 
than that of private trade. The main reason is that the Marketing Socisty 
purchased only selected commodities and that too at its own door. 


- (©) The Extent of Sale through Marketing Cooperative—The data presented 
in the foregoing table show that the extent of sale through marketing coopera» 
tive was 485 mds., or 46°4%. On the whole the extent of sale of small and 
medium cultivators was lower than the sale.of other two groups. The main 
reason is that the small and the medium farmers, due to forced sale and total 
sale in small amounts, sold their produce locally, but could not sell more 
produce through Marketing Cooperative, while the big and the large farmers 
sold their produce through Marketing Cooperative due to normal marketable 
surpluses and with intention of repayment of cooperative loan. 





* -During the year of survey, total production per acre as a whole was low in the 
village because crops were.not irrigated in time due to late flow of canal water. 
In this village 90% farmers are dependent on canal water for irrigation. Though 
all the facilities were available to them, due to late irrigation crops did not give 
good yield. The crops in high land dried, only crops of * low land gave some yield. 
Due to heavy water supply of canal the plots of low land become flooded and :ome 
crops were completely destroyed thus production declined. 


The percentage excludes the cases of 26 cultivators who did not sell their produce 
through marketing cooperative, ; 
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‘The private agencies, due to spot purchases and prompt payment and 
due to early purchase, dominated in group A and B only, with 66:7% and 
55%. 


The above figures show that the extent of sale through the marketing 
cooperative is increasing with the increase in the size of holding. It will be 
discussed in detail i in the succeeding section. 


(d) Extent of Cooperative Sale in relation to Size of Holding—The extent 
of cooperative sale in the group of small farmers, 7. e., group A is 34:3%. 
In this group private agencies have dominated by purchasing 66:7%. Due to 
forced sale and local purchase of the private agencies the cooperative society 
is not able to procure greater business in this group. > 


In the Group B, the private agenties have dominated not only due to 
local purchases but due to forced sale by the farmers, by advancing loans 
more than the value of produce of the farmers, by paying lumpsum and 
making prompt payments, and having mutual relation with the farmer. . 
In this way private agencies’ dominated over marketing cooperative. 


The farmers of group C, were big farmers. In this class the cooperative 
dominated. These farmers sold their produce through marketing cooperative 
not only to repay their loans but also to get better price and some money 
through pledging the produce with the cooperative. By pledging the produce 
they took money and by selling after a few weeks they repaid the loans. Thus 
they got better average price per maund than the small and medium farmers 
who sold promptly. 


The farmers of group D sold their produce through marketing coopera- 
tive to the extent of 78. maunds, or 66°6%. In this group the proportion 
of cooperative sale is the highest. These farmers sold their produce 
through Marketing Cooperative to take all the advantages stated in the 
case of the group C, and further to purchase improved seeds, implements and 
for other development purposes. The private agencies got only 33°4% of 
the total sale. 


(e) Increasing Trends of Cooperative Sale—The overall extent of purchase 
by marketing cooperative was, 485 mounds, or 46°4%. On the whole the 
sale through cooperative marketing is nothigh. Yet it is encouraging to 
know that the extent of sale through cooperative is increasing. In this village 
the extent of sale through marketing cooperative during 1962-63 was 600 
mounds out of the ‘total sale to all agencies (1500); i.e., 40%. Now it has 
increased from 40% to 46°27%. A similar evidence was provided by another | 
study in this locality in which the sale was found to have increased. 


THE COMPETITORS OF COOPERATIVE MARKETING SOCIETY 


- To determine the competitors of the Cooperative Marketing society in 
different size groups the proportion of sale to each agency is being given in 
table 3. 
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The Marketing Cooperative purchased only 46:4%. The proportion of 
purchase of the marketing society in groups A and B is lower than that in C 
and D. Tke marketing operation of the cooperative did not expand due to 
various factors, among which the following need special mention:— 


(1) There were 5 private agencies which purchased farm produce 
locally from individual farmers by paying them the total value of the produce 
promptly ani fully. While the marketing society purchased the produce at . 
its own door, and paid the price to the farmers in instalments. To take the 
value of produce farmers went to the society several times which increased the 
incidental charges. 


(2) Due to the failure of crop farmers had small quantities of produce 
tosell, In the village, village consumers purchased the produce from small 
and medium sized farmers for consumption purposes. The Society is 12 
miles from :he village; members desirous of selling produce have to incur 
carting cha-ges, since the produce was first taken to the society and then to 
mandi or to the storage. Thus the location of marketing society was not 
properly chosen in relation to normal trade channel. Therefore, the pro- 
portion ofsa.e to the cooperative became low in A and B classes of farmers. 


(3) Im groups C and D sale through the marketing cooperative society 
is higher than that in A and B. The main reason is that these farmers sold the 
produce through the society with the intention of repaying to the cooperative 
credit. The farmers of group B sold their produce to the cooperative not 
only for the repayment of cooperative loan but also for developmental 
purposes. Therefore, the proportion of sales to marketing cooperative became 
the highest in group D. 


(4) There were also complaints about the way in which the produce 
was sold by the society. Negligence in weighing, the partiality to bigger 
cultivator who brought large quantity of produce (which invariably included 
the produce collected by them from small farmers) was reported. 


(5) At the mandi the cultivators could negotiated sales on the basis 
-of sample, while in the case of sales through the society they had to bring the 
entire produce to be sold. In mandi total cash was paid by traders without 
any delay wuile society was not able to settle accounts immediately. 


It would appear that the society stood to lose 562 mds., or 53°6%, and 
the more important role was played by Beopari and village Bania. 


Last Lut not the least important factor preventing the growth of coopera- 

‘tive marketing was inadequacy of funds for outright purchase and for spot 

purchasing. The failure* on the part of the Society to purchase produce at 

proper time was largely not only due to paucity of funds but also due to the 
shortage of properly trained personal with necessary business. 


* Causes of not selling through marketing cooperative have been given above in 
detail. i 
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` TYPES oF COMMODITIES HANDLED AND THE PERIODICITY OF SALES 
_BY THE MARKETING COOPERATIVE, AGRA. 


* Types of Commodities Handled—The different types of commodities 
ee were handled by the Marketing Cooperative, Agra, during the reference 
period are- being given in table 4. 


TABLE 4 
Topes of commodities handled by the Marketing Co-operative (1 963-64) 











Size-groups 
Total handling to 
- the produce A A A ey ge 
Commodities* A | $ | Š | ES 
Weight } Weight” | Weight Weight Weight 
mds, % mds. ,. mds. _ mds. | mds, 
Wheat 440 90:7 51 ` 257 54 78 
Gochani . 30. 61. 30 
Laha 15 as li e - 10 5 
Total 485 100-0 81 267 59 78 





Of the total produce handled, ?.e., 485 mds., the society handled wheat, 
gochani and laha, to the extent of 440 mds, 30 mds. and 15 mds. respectively. 
It comes to 907%, 5'1% and 32%. 


On the whole the total sale of wheat is lower in group A, t.e., 51 mds., 
or 11°71%. The main ciuse of their lowest sale is that these farmers grew 
wheat on the basis cf share farming. Most of the share of total produce was 
taken away. by the land owner and the rest was retained by them. Waat 
they produced was not sufficient for their consumption for the year. But due 
to forced situation they sold their produce. The few farmers, had Gochani 
more in amount than wheat. They sold `Gochani; On the whole, total sale 
of produce in this group was more than that in group C and D, i.e., 8 mds. or 
16:7% out of the total 485 mds. This total sale is not normal sale but is 
forced sale. The main reason of more wheat sale in group B, Gand D is-not 
only forced sale (due to burden of debt) but also due to productive purposes, 
viz., purchasing of agricultural implements and construction of well, etc. ‘the 
another reason is that these are grower- of especially wheat and partly the 








* Due to failure of pulse crops (specially Arhar and Gram in 'Rabi, and Urd and 
Mung in.Kharif the pulses were retained by the farmers. Wheat and Gochani were 
sold in maximum quantity. Society purchased groundnut and Urd in Kharif season, 
but during the survey year it did not purchase due to lack of supply. Due to dzou- 
ght in the seedling stage of plant; and heavy rain in the flowering stage of the 
plant, crop failed completely. Therefore, supply become the lowest. 
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other crops and due to more production of wheat they sell from it.” The 
other reasons have been discussed in the following sections. 


The overall conclusion is that the Cooperative Marketing Society hand- 
led only foodgrains and oilseeds and that too at its door. It did not make 
local purchase, and purchasing of Gram, Pea etc.* 


(2) New Situations in Replacing the Private Trade—While replacing the 
private trade the cooperative is facing a new problem because it has to per- - 
- form all the functions of private trade on the one hand and its special func- 
tion on the other. We find thatthe private trade is strongly organised and 
financially strong and is in good position; while at present the cooperative is _ 
financially and structurally weaker than the existing private trade. The main 
cause is that the private trade has grown up gradually. Now it has become 
traditional in business, while cooperative is new to the job. The new situa- 
tion is critical in which there is a need for a strong financial structure. 


The private agencies are trained, are business minded, have local know- 
ledge and are working with huge investment in the business. The cooperative 
lacks business-minded personnel and also lacks the local knowledge, and 
.works with paucity of funds. It can replace the private traders when it a 
-have trained personnel and huge funds for business. 


On the working plane, it isseen that the private agencies are working 
not only at farmers’ doors and according to the situation and condition of 
the farmers in the village, but they are also advancing their loans on the needs 
of the farmers. They are collecting all the produce of different types, from 
different farmers, from different places, and ‘at different times, by paying the 
price promptly, completely and locally. If the cooperatives want to replace 
them.they have'to perform all the functions of private traders as well as their 
own special functions. It is onerous and expensive work for the society. 


‘In cases of replacing the private trade the society will face new situations 
because it will face so many types of risks, viz., risk arising from changing 
market conditions (time risk, place risk- and risks and competitions), natural 
risks and risks resulting from human elements. The new situation is risky due 
to the growth of various types of risks in the whole business. 





* Society purchased only the selected commodities, viz., wheat, oilseeds and pulses and 
that too at its door. During the reference period crops failed in the locality due to 
diseases, etc., and production become very low. Therefore, the farmers kept more 
produce for consumption and for seed purposes, Whatever they had to sell was in 
very small quantity. Due to fear of greater distance, more transport charges and 
more marketing costs they sold their produce locally to the private agencies because 
it was more advantageous to them. Wheat which was the selected commodity of 
the Society was retained for consumption and for seed purposes by the farmers. 

. They sold it in very small quantity. In the presence of good production the large 
farmers could sell more for developmental purposes through the Marketing Society. 


` 
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(3) Periodicity of Sales by the Marketing Cooperative—The produce which 
was sold by the 25 members to the marketing cooperative was further sold 
by the society almost immediately as shown in table 5. 


TABLE 5 


The Extent of Sale of the Members’ Produce by the Marketing Cooperative, Agra. 
(1963-64) ; 


mF, A SE ETS 


Quantity sold by the Marketing Cooperative i 
: Total quantity 
Crop i TS received 


On the same day | Within a week of [Within one month Weight mdi. 
of receipt the recejpt of receipt. 
Weight mds. Weight mds. Weight mds. 





The data presented in the above table show that out of the total quan:ity 
of 485 mds. received by the Marketing Cooperative Society from 25 members 
315 mds., or 63:2% was sold on the same day on which the produce was 
brought by the members. About 130 mds, or 26°7% was sold within a week 
of the receipt, and 40 mds, or 10:1% was sold within a*month of the receipt. 
The reason for this (as told by the authorities) was that they store the produce 
of cultivators only when the latter express a desire to store. Otherwise the 
produce is sold on a price indicated by the cultivators. As soon as that price 
is available in the market, the marketing society sells. This shows: (1) the 
cultivators generally lack the economic capacity to retain,*since 315 mds, or 
63:2% of the produce was sold by the cultivators on the ’same day‘ they bought 
the produce to the Marketing Cooperative Society due to pressing needs for cash, 
and (2) Ignorance of cultivators about the fluctuations;in‘the morket” price, 
since some of them indicated a price which was available within a week of 
bringing the produce to the Marketing Cooperative Society. This shows -hat 
the incapacity to judge the influence of marketing process? and possibilit:‘of 
obtaining better price. 


(4) Conditions of availing better prices by Sarmers—The; main conditions 
for availing better prices by farmers are :— 

1. Minimizing of manipulation. 

2. Avoiding of malpractices in marketing. 

3. Spot purchase and outright purchasing by cooperatives. 

4. Provision of facilities for processing and grading. 

5. Education of members of the cooperatives. 
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Tue Exrent or RECOVERY THROUGH THE MARKETING COOPERATIVE 
AND THE OVERDUES 


TABLE 6 
The position of Cooperative Credit Recovery (1963-64) 





Size-groups 








Particulars Total 
Rs. 
A | B | Q | D č 
1. Total Borrowing 
(excluding in- . 
terest) Rs. 6429:00 10268°00 | 3345:00 1770:00 21812-00 
‘2. The Recovery by 
Coop. Society. 
(including in- 9283-58 1833-00 4472 °02 1834-5] 17423°11 
terest} Rs. 
35°4 26:63 | 404 51-01 38°86 
% 
3. Direct cash repay- 
ment. 
(including in- 
terest) Rs. 11153:86 4431:45 5503-85 501:81 21590:17 
% 477 64°74 < 498 13°9 48-18 
4. The exteat of 
overdue Rs, 2908: 50 579:50 1069-00 1260:00 5817:00 
% 12-4 8:46 96 35-03 12°97 





LLL INN BR TT, PATADA aE Sn TAE EE TE 


The extent of recovery “through the marketing cooperative is 38-86% 
being 35:4% in group A, 26:63% in group B, 40:4% in group G and 51:01% 
in group D. This shows lower recovery through the Marketing Cooperative, or 
lesser popula-ity of it, and secondly, the extent of it increasing with the 
increase in size of holdings. This trend or relationship is primarily governed 
by the extent of overall sale by different groups of farmers. 


The extent of cash payment is 48:18% on the whole, and 47:7% in group 
A, 64°74% in group B, 49°8% in group G and 13:9% in group D. The relative 
variations in zhis case depend on the position of cash availability of different 
farmers, which is mainly influenced by non-farm incomes. 


' 


The extent of overdues (or non-recovery) was 12'97% on the whole, 
being 12'4% in group A, 846% in group B, 9'6% in group G and 35:03% in 
group D. This shows essentially the extent of deficit economy of farmers in 
different cases; the maximum overdues in group D, however, are because of 
exceptional reasons of crop damage, cattle deaths and such other reasons. 
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This brings out an important conclusion that the success of the linking 
programme has been very limited.1 


CAUSES of Non-RECOVERY THROUGH THE MARKETING COOPERATIVE 


The causes of non-recovery through the marketing cooperative are: — 

1. Considerable distance of the marketing coopera une and high trans- 
port charges.? 

2. Charging of sales -tax by the Cooperative.3 

3. Conveniences and comparatively better services provided by the pri- 
vate trade and the warehouse. 

4, Reduction in the weight of farmers’ produce through fraudulent 
practicess,* . l 

5. Selling by the Society only as a seller and not as a broker. 

6. Purchases by the Society of only the selected commodities, and on!y 
at its own door. 

7. Delay in payment. 

8. The rude behaviour of the authorities of the societies. 


METHODS OF MAKING THE PROGRAMME OF.LINKING SUCCESSFUL 


1. Competent Staff for the Cooperatives—A few years back the business of 
the cooperative was simple and so small in volume that it could be handled by 
the secretary. Now the business of societies has increased with the increase 
of membership. The volume of work and the area of work have increased. 
There is a need of competent staff for proper working of the cooperatives. 


The cooperative movement is also a moral movement, aiming at non- 


economic aspects as well, Therefore, there is not only hope, but also a tem- 
dency on the part of cooperative organizations to expect some sacrifices from 


the employees and to pay them somewhat less. But, it should be remembered 
that the organization is a business organization too, and the success of the 








1 The results revealed by our study relate to one village; and they areslightly differert 
from those relating to the whole society. In the society as a whole the % of re 
covery was 86:5 in 1963-64; and the recovery through the Marketing Cooperative 
during the past few years was:— 


1958-59 161 % 
1959-60 102 ,, - 
1960-61 292 , 
1961-52 46 ,, 
1962-63 256 ,, 
1963-64 183, 


2 The transport charges om the village to the Mandi-are 31 paise per md. and to 
the Cooperative Marketing Society 50 paise per md. 

3 The rate of sales tax charged was 1% on foodgrains and 2% on oilseeds. Private 
traders did not make any such charge. i 

4 Undue deductions were made for dryness, and abnormally large quantities wére 
taken as samples. 
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organization in its aims of improving the economic conditions of its members 
depends on the success of the business. We cannot achieve this success in 
business without efficient personnel. Hence competent staff is necessary. 


2. Cooberative Marketing Society only acts as a broker and not as a seller—The 
function of the cooperative marketing society is to arrange for the sale of the 
produce of its members to the buyers, and to the best advantages of the 
members, In doing so the society only plays the part of an intermediary, or 
broker, bringing the buyer and seller together. It does not buy itself the 
agricultural produce from the members, to sell it for profit. It has to 
function in the interest of members and with the cooperation of the 
members. 


3. Service Cooperative as a Marketing Agent—The marketing societies as or- 
ganized at present are not in a position to, and also cannot undertake this fun- 
ction effectively due to paucity of funds, lack of means of transport and small — 
number of the personne]. The service society, due to local contact and having 
service mottc, can work efficiently to market the produce from the farmer-mem- 
bers to the marketing Society. It: will be good institutionalised agent between 
the members and the marketing cooperative. 


4, Credit and Marketing by Single Agency—To enable the primary societies 
to operate revolving credit accounts for its members, it is almost a necessity 
that both the credit and marketing functions should be undertaken by a single 
agency. It should be noted that the function of selling of various crops as a 
commission agent is primarily a service function and not a specialised market- 
ing functions. The real fuction of marketing should be actual marketing, i.e., 
direct purchase and sales. As long as creditand marketing functions are under- 
taken by twa independent societies, it is not practicable to work out the revolving 
credit scheme successfully, whatever might be the nature of coordination that 
could be thought of. If all the transactions will be done by a single agency 
then there will be direct and close relationship between the members and the 
institutions. 


5. Some other ways—(i) The society should make outright purchase due 
to which the needy farmers can get their payment promptly. -(ii) There 
should be right type of leadership. Because leadership implies in a capacity 
to shoulder responsibilities and to carry it out. The leader must be honest, 
educated and from the mass. The personnel must be trained so that they can 
discharge their responsibilities properly, and can adjust their working in view 
of the situation. 


6. Members’ Education—The education of members and committee men 
requires a regular publicity and propaganda organization. These units will 
require aids in different forms: films, vans, loud-speaker projector, etc. For 
individual society it is difficult to manage these things due to high cost of 

` these things. Publicity and propaganda in local languages will be more fruit- 
ful for the people at different levels and for varying purposes. 
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The members’ education is necessary not only from organization’s point 
of view, but also from individual's point of view, to increase the decision mak- 
ing power in the member. Due to the lack of it members are not able to 
exercise their votes properly. According to classes of members they may be 
educated regularly by conferences, seminars, group discussions, study tours, 
summer camps and the like. 


Credit cooperatives should work as produce collecting agents of the market- 
ing society. The credit cooperative has more local contact with the members, 
is near the members and has more local knowledge about the members. The 
marketing cooperative is already working as its credit collecting agent, Hence 
it will be a real help if the latter works as produce collecting agent. 


FOREIGN AID AND SELF-RELIANCE 


l P. K. SRIVASTAVA 
Institute of Social Sciences, Agra University, Agra. 


_ The most important and welcome lesson the nation has learnt as a 
result of recent foreign aggressions on its territory, is the urgent need to 


make its economy self-sufficient and self-reliant. There cannot be any substi- 
tute for self-reliance and self-sufficiency. Any nation which cherishes its 


freedom, integrity and honour above everything else and desires to hold: its 
head high has to stand on its own legs. Any degree of dependence.on other 
nations for vital supplies is bound to compromise the position of the country 
in world politics. l 


The stress on self-reliance and self-sufficiency does not mean total econo- 


mic and technical isolation. It only means that the country has to develop a 
self-sustaining economy with whatever outside help may be available consistent 


with"its honour and self-respect. It is in this light that this paper has been 
written. i l 


The magnitude of the problem can very well be imagined from the 
perusal ‘of figures showing our increasing dependence on foreign aid for the 
economic development of the country. Total investment in Indian economic 
development from April 1951 to March 1965 amounts to Rs. 18,110 crores of 
which Rs. 3,688:2 crores (20°3%) has been foreign assistance. The following 
table gives figures of foreign aid from different countries and institutions 
utilized by India during the fourteen years’ period from 1951 to 1965: 


. , TABLE | 
Foreign Aid Utilized for India’s Development from April 1951 to March 1965 





Amount authori-| Amount utilized | Share of donor 
zed by donor | by India during | country in total 











Countryl country during period foreign aid uti- 

period lized by India 

| Grores of Rs. | Grores of Rs. | Percent 
EUA - 2,686:1? 2,138-3 58 
2, Federal Republic of Germany 407°2 300:4 8:3 
3. United Kingdom ` 330:8 ' 250-1 ` 68B. 
4. USS. R. 485:5 - 24573 67 
5. Canada ‘ 181:5 138-1 37 
6. Japan . a . 136-3 73-4 2:0 











(Contínued on page 2) 


Donor countries ranked in order of the amount of aid utilized by India. 

2. These statistics donot include donations of food under Titles II & 111 of Public Law 480 
and Emergency Flcod & Famine Relief grants (amounting to Rs. 107°5 crores) and 
grants made by U.S. Foundations. 


uu 
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TABLE | (Contd.) 








7. Australia 144 0'4 
8. France 13:0 0'4 
9. Poland 9°8 03 
10. Italy 9:1 0°2 
11, Czechoslovakia 6'0 0°2 
12. Yogoslaria 4*3 0-1 
13, Norway 3°9 0'1 
14, New Zealand 3:7 0'1 
15. Netherlands 2:8 Ol 
16, Austria 2:6 0-1 
17. Switzerland 2°0 0'1 
18. Belgium 1-2 3 
19. Denmars 04 01 
20. Sweden 
International Orzanizations 
21. World Eank ` 358°7 9°7 
22. Internatianal Development As- . 
soc. (ICA) 230:9 110:7 3-0 
Total’ | 5,172:2 | 3,6882 | 1000 





Our tkree Five-Year Plans were largely oriented for development through 
foreign aid and assistance and the preliminary plan drawn up for the Fourth 
Five-Year P.an was also largely made dependent on foreign Aid. 


TABLE 2 
Foreign Aid During Five-Year Plans 








- Total Foreign Foreign Aid as 
Investment Aid ` percentage of 
Rs. ; Rs. total investment 
Ist Plan 1951-56 3,360 Crores 194 Crores 5:8 
2nd Plan 1956-61 6,750 ,, 1,422 ,, 211 
3rd Plan 1951-66 | 10,400 ,, 2071°6 ,, 25:0 
(utilized i 


upto 31-3-65) 
2600-2700 crores 
(likely utilization 
during the entire 
plan) 


3. Lessthar 0:05 per cent. 
4. Totals may not add due to rounding. 
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The ‘total investment on industrial development during the’ 4th Plan 
both in the public and private sector was estimated to be over Rs,'5,000'czores 
out `of which: the foreign exchange component was to- the tune of 
Rs. 1,698. crores. During the period the total imports on maintenance 
were estimated to be Rs. 5,300 crores. In other words, the foreign exchange: 
component envisaged during the 4th Plan was about Rs. 6,998 crores. Our 
exports during t the same period. were expected not to exceed Rs.. 5,000 crores. 
This, ‘would, thus, result in .a deficit of Rs. 1,998 crores, which was expected , 
to "be largely met .by foreign loans. In view of the national emergency, the. 

4th? Five-Year. Plan will no doubt undergo modifications and, the strategy.. of 
development would change. Development of productive resources inside the” 
country to meet defence requirements to the maximum possible extent and. 
the greater priority’ to steps for- import ‘substitution’: and export ‘proniction * 
will no. doubt be the guide line for'the re-appraisal of the fourth plan; .n!: . 


The above discussion proves beyond doubt that foreign aid is playing a a` 
very important role in our country’s economy. Asa matter of fact: wé have 
become too much dependent on foreign aid in recent yeais due ‘to vo kojor 
reasons : 


Eae i 
' Bee Le 


ar 


- 1, Our economic Pee efforts. 
2 import ‘of food due to shortage i in the country. * 


What will happen if all. the foreign aid that we. receive hola. ‘all, ‘the. 
sources’ is altogether stopped? “There are no. chances of such. eventuality, but 
if it ever ‘happens ‘in near future, I am afraid it would ‘result. ina. major - : 
deadlock in development efforts eros by tragic homas, suffering due 
to food shortage. - -- a ae eee 


But if only political factors are considered, we can n expect the folloving * 
changes i in foreign aid pattern in the present emergency or in the likelihood, of | 
such, type of situation, in future :— . . E AA 





l. Positive Change—Continuation of the current voe: a gaia’ 
some, cases. even increase in aid from Russia, East European countries and 
friendly. and. neutral - countries like Japan, Canada, Australia” and Czechcslo» -, - 
vakia. . e leds 


4 e in 
Ea eta e . ` A 


o Qe No. Change—Practically no change from international Sources? like” 
World; Bank, IMF, Export-Import Bank, International Devélopmént Assccia- 
tion, Colombo Plan etc. But in the event of the start of major conflicts, - 
even these, sources may stop all aid at least during the time the war continues. 


Sele Sa Aa 


Negative Change—Stoppage- or decrease in aid specially iri the’ sphere” i 
of: a and other development needs including Government tó Governméñt `- 
loans. Most: important area in the decline in foreign aid is- ‘private’ sector, where” a 
investment: “is altogether stopped by private industrialists from abroad: Añim- > 
porfant’ new area‘of our industrial development that is foreign collaboration. * 
sector (would be most adversely affected). Of course, it is all guess-work chat ` 
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there will be such and such change— increase or decrease in foreign aid in such 
and such circumstances. Nothing can be predicted beforehand, because 
innumerable factors affect this aspect of international economic cooperation. 
The only way Dut of such unsatisfactory and uncertain state of affairs is to 
make our country self-sufficient as far as possible and as quickly as we can 
do it. 


The production of (1) essential items (2) defence equipment and (3) 
agricultural commodities should be increased and all our resources should be 
mobilised and concentrated to increase the production of these three types 
of goods. The production and development in other areas may be postponed 
for sometime till conditions return to normal. 


The choice before the country in coming years will be to decide about 
the priorities aud magnitude out of the following essential needs which we 
must import. 
1, Import of Defence Requirement. 

2. Import of Food Grains. 
3. Import of Fertilizers. 
4. Maintenance Imports for Industry. 


` With reduzed availability of foreign exchange the more we spend on any 
of these four items the less will be the share of the other items. No doubt it 
would be difficult to choose between them. But unless we, as a nation, are 
willing to take quick and hard decisions, we would be only leading for the 
inevitable crash 


Of course, foreign exchange earnings are not fixed. They can and 
ought to be auzmented. Here again there is a clear question of choice. 
More can be exported only if we are prepared to consume less or, alternatively, 
we successfully -ncrease the production of exportable commodities. It is also 
necessary that what we should aim at is the maximization of net earnings of 
foreign exchange and not the gross earning. 


All this implies a conscious calculation and political courage, to take 
the correct decisions even if they are temporarily unpopular. In the changed 
context, the traditional methods of formulation and implementation of 
plans will have to be critically reviewed. Some of them may be consigned 
to the lumber rcom to await employment for favourable occasion and oppor- 
tune date. 


Itis time the Planning Commission addressed itself seriously not to 
take long term ferspective, and harangues, but to the short term require- 
ment of moving over to a -position of balance between our own resources, 
` augmenting them to the maximum extent possible, and the claims made 
on them. This will inevitably involve getting the maximum out of part 
‘investments and selecting investments which yield quick results and which 
also improve the balance of our economy. 
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It is quite clear that if India is to rely on her own resources (plus 
such help as she might get from foreign countries) she must scale down her 
development efforts, 


But if India must be self-respecting and self-reliant, she must not 
allow a feeling of helplessness to overpower her. Self-reliance can be achie- 
ved to a larger degree only when the entire scientific resources of the country 
are mobilised for industrial development. This task will broadly mean:— 


1, Indigenous substitution of maintenance imports both for defence as 
well as other sectors; and 


2. Working cut technical designs for setting up large scale industrial 
units. The scientific effort in the national laboratories will have to be 
geared to these national objectives to a larger extent than hitherto. 
Happily a conference on ‘‘Research and Industry” was called in New 
Delhi by G. S. I. R. on 20th and 21st December, 1965, in which more than 
800 scientists working in national and other laboratories and industrialists took 
part. The author was also invited to participate in the conference. The main 
. object of this conference was to gear up the work of our research laboratories 
for industrial use. This has been a very correct step towards self-reliance, 
provided the recommendations and suggestions of the conference are sincerely ` 
and successfully implemented. 


One of the most important impédiments that stood in the way of the 
_ country becoming self-reliant is the lack of confidence in our own skill. 


` Our greatest fault has been that we have been suspicious of our younger 
generation and their capacity. The only way out of the unsatisfactory state 
of affairs is to create an atmosphere of self-confidence in the country and to 
be proud of whatever is manufactured indigenously. The two. catchwords 
for the country to become self-reliant should be— l 


1. Import substitution; and 
:2. Avoidance of Imports. 


-This massive national task can be accomplished only if a whole-hearted 
approach is made to galvanize every section of the community. A partial: 
or segmented treatment will not produce the desired results. There is need 
for creative cooperation from all the sectors of economy, so that the country 
could move forward with dedication to economic development and social 
change, as before. Expenditure on new construction should be kept down 
to. the minimum and more intensive use be.made of existing institutions and 
facilities. At present there is tremendous amount of idle production capa- 
city in the country. 


But the paramount question is—how to accomplish this massive national 
task of making our country self-reliant ? How to get creative cooperation 
from all the sectors of economy for this purpose? For this we will have to 
develop the psychology of self-reliance.’ The economic development of a 
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country especia ly in a period of crisis like the present one is not possible un- 
less we are able to change the people's will or national.will. We can achieve: 
economic self-reliance only if we can achieve self-reliance in sociological? 
and psychological terms. 


Some of tne very relevant questions that arise in this connection are—: 
what makes for self-reliance? What is needed? Why it is not generated? 
How did Gandh. generate it during the pre-partition ao ? We it has” ‘not: 
heen possible alter 1947? nan is 


* Tt may be because after 1947 we became independent. The whole 
psychology of tie nation changed with the establishment of our Government. 
We received active aid from friendly foreign countries in Our developmental, 
efforts, which wz, of course, badly needed. And, moreover, in this age of . 
increasing internationalism in all the activities, there was no sense in refusing: 
help, and ‘aid from. foreign countries which are much more advanced, and: 
making the. ceuntry backward el adopting saani the pouor, of self-; 
reliance. . fos 


But: dife this period of shout 18 years, we almost forgot hät too" 
witch lof dependence ` on other countries is always- risky for national develop- 
ment ‘and it- ma~: affect our national. principles, if the foreign . aid giving: 
countries exert the pressure and attach strings on the aid they give, or in the’ 
eventuality, of foreign aid being stopped whether we will be ables to satisfy 
our needs? , 


2 


. There are three distinct examples in the world when countries. in times 


of.. anced . became self-reliant out of their own efforts: China, Japan and: 
Ue 5, S. R. rece=ved no help from foreign countries in their economic: develop-, 


ment, Two recent examples of such. development are: Yugoslavia and China. ; 
In recent years, even after the suspension. of Soviet Aid China’s economy ; did. 
not collapse and on thecontrary its economy is developing ‘at ‘a much faster 
rate than ours. It may be argued that Chinese economic development, was 
possible only bezause of forced, non independent or communist way of: doing ; 
meat while we are , developing our nation in a democratic and free way. 


‘An extremely important point of principle is to be decided at this 
stage of: our eco1omy by our Government. There are only two alternatives, 
open to us viz: f o 


1. To mzke our economy self-reliant by whatever means it 1s possible, 
whatever hardskips, use of force or sacrifices people have to make, we'are: 
ready.to face ic—to ' achieve this end a complete dictatorial control by the: 
Government may be necessary in times of need and people should be réady. 
to o forego their fundamental rights and freedom, or 


: 12. We should be prepared to sacrifice our national principle, prestige 
and ‘objectives aad join power blocks or accept aid from the countries’ e 
with the acceptance of the conditions of such aid, stn en > E 


er, 
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T: am fully ‘confident that no Indian’ will prefer the second" altémative. 
In such a'case - the only alternative that ‘remains’ with usis to make all out 
efforts to! generate and achieve self-reliance because as our. experience has. 
shown, even in this :age of increasing international co-operation in all the 
spheres of ‘activities, we cannot rely on other countries forever, and especially, 
at times when we need it badly, because of political, economic, social and: 
other reasons. l 


E "Except occasional flares of national feelings at times when the: country. 
is really. i in danger ‘from foreign attack, this has not. established and unless 
this. national consciousness is ‘stabilised, -our national -'effort for self-reliance; 
cannot- -succeed "whatever the. amount of efforts ‘or money. the Government: 
spendi, $ , - ES : 


l ‘Now thie time has come when unless our efforts i as E nation to “achieve 
self-réliance is made in a ‘do or die’ spirit, we cannot exist as an . independent, 
and sron nation. 


? 2 aS 
. +o 


` So many suggestions have been ‘made. by different persons. to meet this; 
challenge. | All the. suggestions relate: to. sacrifices; . food rationing, increase in. 
food and. industrial production, encouragement t to indigenous, 1 , research knows 
how etc. No doubt, these are the only measures by which we, can.achieye. 
self-reliance. But the real problem is that these suggestions are only discussed 
and published in Government and high academic and business circles and the 
general public is not being prepared to contribute its part in this tremendous 
national effort. Unless and until the general mass of the population is made 
a part in this work, we cannot succeed. They can not only satisfy themselves 
by contributing to the National Defence Fund or slogans, speeches etc. Each 
and every citizen of the country is to do his or her part in this national task. 


Now the question arises as to how to mobilise the general public to take 
part in this national duty. My personal suggestions in this connection are 
as follows :— 


1.: Mass propaganda about the urgent need and importance of self- 
reliance by way of Posters, Pictures, Newsreels, Advertisements, Convassing by 
social workers, students and others in urban as well'as rural areas. All this 
should be done on a war footing. The existing agencies and institutions in 
the country like B.D.O., Family Planning Agencies, Malaria Eradiction, 
Information & Broadcasting set up etc. can be very usefully employed to do 

_ propaganda work. 


2. More than three-fourth of the population of our country lives in ` 
villages and only 2% of the villagers are concious of national problems. Thus, 
if we want to bring the feeling of national consciousness in the general masses 


an intensive effort will have to be made to teach and train village population 
in this respect. Like other nations, we should also impart right from the 


primary stage more and more about our own country. A separate subject 
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should be introduced in all the schools, colleges and universities in the country 
at all levels, primary, secondary and university. This subject to be known as 
“General Education” about the country and should be made compulsory. 
The syllabi cf this subject should include the following topics—the needs and 
problems of the nation, general information about planning, economic deve- 
lopment, duties of good citizens, the ways how citizens should plan their 
budgets, save for the nation, change their food habits according to the circums- 
tances preva:ling in the country. Changes should be made in the syllabus 
of the training institution to include this subject of “General Education”: 
Either it should be made compulsory or it may be added to the training 
course that every pupil teacher after a formal training of a year will have 
to remain in the villages of his province to teach the illiterate masses this 
subject of “General Education”. The teachers should give an impetus to the 
simple villagers about the potential problems of the nation. The teachers 
should ‘also instigate the villagers to read and write so that they can know 
the correct methods of their work. 


This type of education is as important and essential for the country as 
is medical, engineering and other types of education. Because unless we 
produce good disciplined and patriotic citizens, an increase in education and 
literacy will have no effect as far as the solution of country’s overall problems, 
are concerned. 


PEOPLE'S RES PONSE TO AGRICULTURAL INNOVATIONS 


` K. K. Jetry. 
Depa-tmeni of Sociology, B. R. College, Agra.* 


India is predomiaantly agricultural country. 82 per cent of the total 
population is living În rural area. The significance of agriculture to the 
country arises, not merely from the fact, that it furnishes food and subsis- 
tance to450 million people and fodder for 336 million cattle, but also 
because of the fact that it provides raw material to Indian industries 
including trade and ccmmerce. 


It is an established fact that India is a poor ceuntry. However there 
is also a shortage of consumer’s goods and agricultural products. Uptil 
now three five-year plans have been completed, but the picture is not so 
bright as was envisagec. According to census reports of 1951 and 1961, the 
population in Uttar Pradesh was 63°22 and 73:75 Lakhs respectively. The 
population of whole country increased from 36 crores to 43°44 crores in 1961 
in comparision to 1951, It is an apparent fact that about 75 per cent of the 
total population contridutes about 50 per cent of national income. More- 
over it is also proved by the fact that the yields per acre are two times in 
China, three times in Japan and Italy and 4:5 times in Britain, in com- 
parison with that of per acre yield in India. 


The obvious deduction is that “agriculture iw India has become 
deficit economy and toa great extent, the Indian cultivator labours neither 
for a profit, nor for nət return, but for subsistance. The over-crowding 
of people on land, lack of alternative means of securing a living, the 
difficulty of finding any evenue of scope and the early stage, at which man 
is burdened, with the dependents combine to force the cultivator to grow food, 
whenever he can and on whatever terms he can.” 


The very fact that yield per acre in India is very much lower than that 
in some countries, as has been pointed out. Besides other causes, such as divi- 
sion and sub-division of holdings, fragmentation etc. majority of our cultivators 
still practice old technicue of cultivation. The yield per acre can increase 
in our country provided the new agricultural techniques are adopted. 


The Ford Foundation team on Agricultural production visited India 
in January 1959. After conducting an intensive study of the Indian agricul- 
tural problems, it strongly recommended the adoption of improved technology 
for stepping up food procuction. 

1. Report of Royal Gommiss on on Agriculture (Page 433). 


* Present address:—Research Officer, Agro. Economic Research Centre, J. N. Agricultural 
- University, Jabalpur. 
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The present study aimed to find out the extent of agricultural innova- 
tions and people’s response to them. In this way there were two main 
objects of the study, firstly to study the extent of different types of agricultural 
innovations arid secondly to search out the causes of non- -adoption - of - these 
agricultural innovations. This may help to tune up a policy to remedy such 
a situation of AGD adopHon: 


; In This study PETE ET fave been taken into account for studying 
thie extent of” agricultural innovations, or to what extent the farmers are 
adopting i néw „practices, l a 


The. present study dla to a ai Midhakur in Bichpuri “Block: 
of Agra District.‘ The period of study relates-to -the Agricultural year 1964- 
65, although the efforts have been made .to-. correlate some previous 
years cropping pattern and agricultural, technology. Midhakur is one of the 
most, important villagés ‘of this Block: It is situáted about 9 miles away from 
Agra city, and about 3 miles away from Bichpuri | Block. ` This village is situated. 
on ‘both the, sides. of Pákka road which connects Fatehpur Sikari with Agra 
City.’ ‘Bus Station and Railway stations are nearby" the village, The. village. 
congists of one village and few hamlets. . 


“Accord tó 1961 censús report the population of the village is “4594: 
The total number of households’ in: this: village is 809 out. of which 269 house=* 
holds are agriculturists which possess their own agricultural land and: rest of 


cs 


the households do not have their own A lands, Sey "he oe 


TABLE Y 
` Occupation-wise classification of House- holds 


eS — 








‘Nature of Occupation , No. of House-holds $ Percentage, . 
dit a ae ig > a ig 
Agriculturists | p, 1. eo o 209 8825 - 
Artisans e fe 85 - 1050 4 
Businessmen: 7 jao A: . 106 r 13:10; 
Miscellaneous: * « rer Ea g 349 43715- `: 


easan te Sei e Total o 89 > ro 10000 Fh 


oe 





- The- agriculturalist ¿lass"consists of Brahmins, Rajputs, Jats and some ; 
other ‘backward castes. * “The AR of the eur, Popuianona in’ this village“ 
consists ‘of Jats, ‘that-is 73*4 percent. 00 0 i ‘ eae 4 2 


The study i is confined to only those improved practices whith have been ; 
recommended for Bichpuri Block, that is for wheat, sugarcane and potatoes. ; 
These are the three crops which have been taken for, detailed analysis. 
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The account of different improved agricultural practices, such as use of 
improved seeds, improved implements, improved cultural practices, fertilizers, 
green manuring’ and the use of different plant protection measures have 
been taken into consideration. Out of 269 agriculturalists only 29 cases 
have been selected, which consist of 10°78 per cent of the total agricultural 
house-holds. These cases have been selected on the basis of stratified random 
sampling for the purpose of present study. For this purpose the agricultural 
families were divided into three size groups according to their operational 
holdings. 


The head of the individual cultivating family was taken to be the 
respondent. The personal contact method of enquiry was followed. For 
the purpose of collecting the data, schedules were prepared in Hindi. Lekh- 
pal Co-operative Society and Midhakur Seeds Store were also contacted for . 
collecting relevent information relating to the size of holdings and cropping 
patterns, distribution of improved seeds, implements and fertilizers. 


An introduction of any new thing, which is directed towards bringing 
about change in people’s way of life, becomes a matter of unique experience 
for them. Sometimes if the changes are too effective, they are likely to 
change the entire motivational, emotional perceptional and cognative aspects 
of the persons and where the changes are uneffective, they have negligible 
effect on the attitudes and the outlook of the people. 


The primery. motive of community development programme, is to intro- 
duce such changes, that may change social and economic aspects of rural 
life. Change is only possible when people willingly accept any particular item 
of programme. Each programme evokes certain reactions in people’s mind. 
These reactions are mostly subjective and therefore illusion to precise 
measurements. But their effect is perceptible in the people’s outlook, attitudes, 
habits and cultural behaviour, thinking process and other ways of life. 


Physical targets achieved may constitute an arena to physical progress 
but unfortunately they do not give any clue, as to psychological reactions and 
changes that takes place in people affected by the programme. Generally 
family application of improved methods may create a pessimistic. attitude 
and undermine the faith of the agriculturists. ` 


The following conclusions have been drawn on the backs of the respon- 
ses obtained from the -agriculturists relating to their adoption of different 
agricultural innovations, 


1. Adoption of Improved Seeds—Different varieties of improved seeds 
have been introduced in the village. Different varieties recommended for 
different crops are :— y 

la) Wheat. Pb 591, K 68, MP 710, 
(b) Sugercane: GO.S. 1111, 1101, 
(c) Potato: K 182, 
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The agriculturists have shown very good response. The percentage 
of adopters in respect of improved wheat is 100 in respect of small, medium 
and large sized holdings, whereas in case of sugercane is 60,70 and 100 
- per cent respectively, In respect of potato, the percentage is 60, 30 and 77:5. 
In small, medium and large holdings, the percentage of area occupied by the 
improved varieties of wheat is 67:34, 50:01, and 57:07 respectively, while in 
case of sugarcane, the percentage of area, covered under improved seeds is 
100, 100 and 78:58. In cropping the potato, percentage of area is cent per 
cent, in respect of all those types of holdings. It is concluded that the area 
covered by the wheat crop is lower than that of sugarcane and potato. 


2. Adoption of Chemical Fertilizers—The highest rate of responses is in 
respect of Amonium Sulphate. The percentage of respondents using calcium 
. Amonium Sulphate is 68°97. The percentage of responses in respect of Urea 
and Super-phosphate is 17:24 and 55°17 respectively. 


The use of ‘Urea’ is only limited to sugercane, therefore most of the 
farmers do not purchase it because it absorbs moisture during rains and the 
‘cultivator has to bear heavy losses, It appears that the cultivators are well 
acquainted with Amonium Sulphate and Calcium Amonium Nitrate, 89 per 
cent of the farmers have admitted this fact that their production is sharply 
increased after using the fertilizers. 

, i TABLE 2 
Responses towards various chemical Fertilizers 








Name of Chemical Fertilizer No. of Responses Percentage 
Amonium Sulphate 26 89:66 
Calcium Amonium Nitrate 20 68:97 
Urea 5 17:24 


Super-phosphate 16 55:17 


3, Adoption of Green Manuring and Compost—17'24 per cent of the respon- 
dents are using ‘Sanai’, 10°34, Moong T, and 6°89 ‘Dhaincha’, in green 
manuring crops. The area under green manuring crops is not upto the mark 
because of insufficient supply of fertilizers and municipal compost. 














TABLE 3 
Response towards Green Manuring 
Name of Green Manuring Crop Responses Percentage Total No. of 
i Respondents. 
Sanai 5 17:24 
Moong T 3 10°34 29 


Dhaincha 2 6°89 
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The staff of the Block persuaded to enrich the available manure by 
composting in scientifically dug pits and properly filled with available mate- 
rial. In the beginning the cultivators did not pay any attention but since 
the year 1965, they are taking keen interest therein. But the scientific way 
of preparing compost has not been adopted. 


4, Adoption of Agricultural Instruments—It has been found that heavy 
implements have not been provided in the village except, Meston ploughs, 
hand boes, dibblers and threshers. The percentage of the respondents 
adopting Meston ploughs is 11-11 in large sized holdings and 10°00 in Medium 
sized holdings. In case of small holdings the response is almost negative: 
11-11 per cent of the large sized holders use “threshers?. ‘Dibbler’ is very 
much popular amongst the farmers. Hand hoes are also utilized by the 
cultivators. : 


TABLE 4 


Response towards Improved Implements 








Meston Plough Thresher Cultivators Dibbler Hand boes 

Holdings Percentage of | Percentage Percentage Fercentage Percentage 

Adopters of Adopters of Adopters of Adopters of Adopters 
Small (10) i din i Ge 20°0 20:0 
Medium (10) 10°00 “ss 10°00 " 10-0 10:0 
Large (9) | 11-11 11-11 11-11 222 33-3 


A A A A A I A A A EE PP 


Because of small sized holdings, for most of the cultivators the utilization 
of these modern implements is uneconomic. Moreover majority of them 
cannot offer to purchase them because of unsound financial conditions. 


5, Adoption of Improved Techniques of Cultivatiom—The- response towards 
improved technique of cultivation can be judged by going through the 
following table: — 


TABLE 5 
Response towards improved agricultural practices * 


RISENER SE STE _ RE E E TE TERETE EES ES 





























; Line Sowing UP Method of Dibbling | Hoeing with 
Holdings wheat cultivation Hand hoes 
Adopters | % | Adopters | % | Adopters | % | Adopters | % 
t 
Small <10} 10 100 reas ous 2 20 2 20 
Medium (10) 10 100 RT sai 1 10 l 10 
Large (9) 9 100 2 2:22 2 2:22 3 3:33 
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On the basis of the above data, it has been concluded that “Line 
Sowing’ me hod has been adopted by 100% cultivators in all the three 
groups. It may be because of the fact that this method is easier and more 
convenient for interculture operation than that of ‘dibbling’. The hoeing 
method is zlso getting popularity amongst the villagers due to easier in 
handling. 


The study reveals this fact that the people's response towards agricul- 
tural innova ions is very poor in our country. There are different cases for 
non-adoptioz:, such as poverty, unawareness of the farmers, unavailability and 
supply of th: requirements, unwillingness, illiteracy, orthodoxy, traditionalism 
and fatalist >utlook, small size of holdings etc. Besides this, the Block 
Officials have proved futile in introducing the agricultural innovations. The 
rural leadership is also lacking to-a greater’ extent and can be equally blamed 
for non-ado tion. 
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MANAGEMENT INCENTIVE IN INDIA 


TirTH Ray SHARMA, ; 
Department of Commerce,,,B. R. College, Agra. 


The problem of management incentive is at least as old as the divorce 
“of management from ownership. It has taken its diversified forms and its - 
concept has changed from time to time. But this much is certain that the 
problem has its own significance. It is of broad general -consequence to 
all ofus that executives should perform at the highest degree of excellence 
of which they are capable. No matter how far from capacity our workers 
perform, if executives continue to strive to the limit, if they are alert in new 
ideas, vigorous in their implementation and wise in their appraisal, we can 
still progress at the rate necessary to meet competition overseas and our 
internal needs for growth. ; 


THREE DISTINCT APPROACHES 


There are three distinct approaches which have been noticeable in 
‘managerial attempts to ensure and raise individual productivity :— 


(i)- The Rewerd-Puniskment approach—This is popularly known as the 
“Carrot and Stick’’ philosophy. It is rather the oldest approach under 
` which executives have to work under pressure. With the change in attitude 
brought about by the formation of powerful unions and governmental inter- 
ference, this approach has been made non-effective. 


(12) The Paternalistic Approach—This is another development of the 
times in which executives or employees alike have not to bother about their 
emoluments and other working conditions. The management think th2m- 
selves to be competent enough to look to the interests of the entire executive 
like a ‘good father’. But this approach has, again, been. out of date as the 
executives including the ‘rank and file’ people think themselves to be the Dest 

- custodians of their fortunes and interests. 


(iti) The Mouvational Approack—This has recently developed in some 
countries and as such, it is regarded to be a more scientific approach. It is now 
rarely well recognised that every employee whether he is a professional manager 
or engineer or scientist or even a supervisor works to satisfy some basic needs 
within himself. As a consequence, high rate of individual productivity zan 
be obtained when the organisation provides adequate opportunities for satis- 
faction of these needs through the work done. That organisation is most 
effective and productive which has attained maximum consistency betwzen 


- its needs and executive needs. 


= Thus, motivational approach is the newest Philosophy at work. - It 


is widely recognized that the - effectiveness of every business unit depeads 
upon the perfection of the technical processes and equipment employed in 
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it. Of atleast equal importance in a company's success is the full utilisa- 
tion of its human resources. The effective utilisation of human resources 
depends, to a marked extent, upon the capacities-to-work and also the. 
willingness-to-work of individuals employed in the organisation from the 
ordinary worker to the chief executive. 


With the large scale application of the fruits of scientific and tech- 
nological advance to industry, it becomes a fundamental question to consider 
man’s efficiency and adjustment in industry. Man works because of his i 
inner urge to contribute his share as a member of the working society of 
men and hence, the significance of the use of incentive plans for the creation 
of this urge among all categories of the managerial personnel becomes 
quite great. 


Forms of INCENTIVE PLANS 


There are three forms of incentive plans, financial, non-financial and 
financial and non-financial incentive plans :— 


l. Financial Incentive Plans—As is generally known, wages and salaries 
are the major financial incentive plans. Besides these, bonus, profit-sharing, 
retirement pay, vacation pay, health insurance and free and company- 
sponsored medical services are obvious extensions of financial incentives that 
either pay out directly in money or provide servises that might otherwise 
require personal expenditures. 


2. Non-financial Incentive Plans—These are the forms of payment for 
working where the inducement is not a monetary one. Earning higher 
status, being given greater responsibility and participation in work decisions 
receiving public praise from superiors or receiving token rewards like service 
pins are some of the significant form of non-financial incentive plans which 
are in common use these days. 


3. Financial and Non: financial Incentive Plans—Then, there are plans 
which are a mixture of both the financial and non-financial incentives. In. 
such cases, the executives are rewarded both ways. Promotion, recognition 
for merit, seniority standing and designation as a permanent employee are 
some of the examples of such plans. 


The distinction between financial and non-financial plans is a bit 
technical and much of it rests on the difference in the form of the payoff. 


FINANCIAL VERSUS NON-FINANCIAL INCENTIVES 


The significance of monetary pay can easily be evaluated in relation.to 
other types of reward. Mr. C.H. Greenwalt, believing that incentives are 
“simple and relatively few in number” (e.g., money, inner satisfaction, pres- 
tige and power and influence) has concluded that for most meh the “strongest 
and most desireable incentive of all is financial gain.....?” Thus, the 

_importance of financial rewards can greatly be recognized in balancing other 
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types of incentives and as such, able candidates for every field of endeavour 
can be insured. Personal prestige, for example, is more likely to accomplish 
success in the services, in universities or in the professional field than in 
business, 


Mr. Greenwalt has further added that if financial incentive is absent 
or greatly reduced, the number of candidates for top management positions 
will decrease and many men will have gone into vocations where the rewards 
seem to them more desirable. And the motives that remain seem less likely 
to produce the best in management for business enterprises. Certainly, the 
desire for power or the desire for prestige or admiration are not characteristics 
that would be expected to lend to the kind of competence we need in business 
management. i 


A Few FINDINGS \ 
« A few facts may be noted:— 


(i) Psychologists believe that industrial management and the industrial 
organisation are such as do not afford much satisfaction to a man’s creative 
needs. Consequently, the employee gradually seeks the satisfaction of such 
needs in activities other than those related to his work. 


(ii) The most important need is the need for material rewards. There- 
fore, the best way in which an employee can be motivated for higher produ- 
ctivity is through material rewards. 


. (iii) Another point is note-worthy t.e., the more dissatisfied an employee 
is with his nob, the greater will be the importance he attaches to material 
rewards. 


(iv) The employee should not be made. to feel that he is getting his 
material rewards in addition to doinga job but that he gets his material 
rewards in addition to being given an opportunity to do something he likes. 


(v) The criterion for evaluating the performance of an individual 
should include all aspects of the’ individual and how he functions, not only 
as a member of the work-team, but also as a citizen, as a family man, etc. 


These are some of the findings based on the research conducted by some 
eminent persons. They forma part of assumptions which will ultimately . 
form a basis for dealing with various complexities and difficult situations. 


Purposes BEHIND INCENTIVE 


`The following. are some of the purposes for which the compensation 
structure is planned and. executed in a particular company :— 


(i) The compensation structure is designed to attract men competent 
to accomplish company objectives and motivate them to seek ever-greater 
responsibility in the company. It needs to attract and motivate men having 
characteristics necessary to success in a particular industry. 
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Gi) Tke second purpose of the _ compensation structure is to motivate - 
men nevis characteristics necessary to success in a perticular industry. 


(iii) A New philosophy .is gaining ground these days. It is being 
increasingly realized that company profits are- maximized by paying above- ` 
„average compensation to executives and holding them accountable’ for produ- 
cing above ee results, 


` INDIGENOUS APPROACH 


India is known all over for the problem of low- industrial productivity. 
The war and post-war periods have added still another facet to thé problem. 
The changing environments of the country, more particularly after Indepen- 
dence, have made it increasingly important that the question of motivating 
the entire personnel adequately, of inducing them to apply sinerely and’ 
zealously whatever skill they possess to their work, is to be considered in its 
proper perspective. Often managements and workers, disregardful of the 
fundamentals, fail to find a common ground and maintain proper industrial 
relations. Ths stands in the way of their own good in the way of thier working 
towards a coramon goal. 


India is at the threshold of industrialisation and in view of the rising 
tempo of industrial development in the country, the subject of dealing with the 
executives at various levels of an organisation has become of paramount impor- ` 
tance and of more profound interest. In industrially advanced countries, 
comprehensiv research has been carried out on humam factors in work for - 
raising produstivity to the optimum. In India, in particular, research into the 
motive forces behind productivity has received necessary attention only recently. 


“Unless there is incentive for .individuals, there is no meaning in 
offering incentive to industry? With these words, Shri T. T. Krishnama- 
chari, former Union Minister for Finance emphasized the importance of 
providing inc2ntive to individuals at work. It is -high time for India to 
realize that = systematic and enlightened approach should be made to the 
problem of raising industrial productivity through the best use and co-ordi- 
nation of all the resources available to industry including, of course, its | 
` manpower. The effective utilization of manpower also involves a well- 
integrated programme of human motivation and development. Its effects 
on industrial relations can hardly be exaggerated. 


' Thus, management incentive is directly. connected. with the problems 
of raising productivity .on the one hand and of fostering healthy 
industrial relations within the industry on the other. A well-contented 


` work-force is an asset for the organisation- and can be good partners in its 


fortunes and functions as welll as good contributors to the peace and. 


prosperity of an industry. 
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_ CHANGING ENVIRONMENTS 


In the changing socio-economic environments of the country, it is to 
be realised that if the employees at work are apathetic and indifferent 
towards their duties, the goals of production aré difficult to realise. Today, _ 
in the democratic set-up of the country, every citizen in whatever walk of 
life he may be, cares for his rights and privileges, his economic social status 
and above all, h’s individual welfare. There are controversies going on 
regarding the relative importance of financial incentives and non-financial 
incentives like opportunities for better status, higher prestige, more intere- 
sting work, There are bases of these controversies and an effort is to be 
made to explore them. 


The problem of management incentive is closely related on the one 
hand to certain” psychological truths concerning the individual executive 
and on the other, to certain values under which the organisation as a whole 
operates, The present situation requires that the employment relationship 
should satisfy not only the economic neéds of an individual, but his 
personality needs for ‘freedom of action, self-expression and creative outlets’ 
and his social needs that relate to his group behaviour and community life. 


The problem is, therefore, related to the coreof a man’s personality. 
The general objectives of any management should be to create a psychologi- 
cal climate which can provide opportunities to create a genuine emotional 
conviction in an individual that he will be able to satisiy his economic and 
social needs through the particular employment relationship. 


SUPERVISORS— THE FORGOTTEN MEN IN INDUSTRY 


In India, the supervisors have been called ‘the forgotton men in industry’, 
and the same observation applies to other categories of the managerial 
personnel’ including technical hands and professional managers as well, 
. They all fully agree on their earnings and security of tenure, On the other 
hand, they want to have ‘adequate information regarding management’ and 
organisational policies and freedom to deal with their subordinates. They 
also want a genuine voice in the running of their undertakings. They have 
their own difficulties and they want sympathetic supervisors, promotion 
opportunities, material benefits and treatment of grievances, 


NEED For AcTION 


It ishigh time to examine the various incentive plans and analyse 
their utility on a practical basis. It should be seen how the various incentive * 
plans are being adopted in various undertakings in the country. A study, 
objective and close, is needed into their working and there is ample 
scope to recommend how these plans can be made more effective in ' the 
days to come for the maximization of productivity which is the most vital 
factor for the attainment of our economic and social objectives. 


